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EDITOR'S    PREFACE 


'T^HE  object  of  the  series  of  handbooks  that  is  being 
published  under  heading  of  The  Accountants'  Library 
is  to  provide,  at  a  reasonable  price,  detailed  information 
as  to  the  most  approved  methods  of  keeping  accounts  in  relation 
to  all  the  leading  classes  of  industry  whose  books  call  for  more 
or  less  specialised  treatment.  No  such  series  has  hitherto  been 
attempted ;  but  there  exist,  of  course,  numerous  separate  works 
dealing  with  the  accounts  of  one  particular  class  of  undertaking. 
These  separate  works  are,  however,  for  the  most  part  either  too 
expensive,  or  too  superficial  to  answer  the  purpose  that  is  par- 
ticularly aimed  at  by  The  Accountants'  Library,  which  is 
intended  to  supply  the  student  with  that  specialised  information 
which  he  may  require,  while  at  the  same  time  affording  to  the 
trader,  banker,  or  manufacturer  who  is  not  in  a  position  to 
secure  the  fullest  information  for  his  purpose,  knowledge  which 
can  hardly  fail  to  be  of  the  very  greatest  assistance  to  him  in 
the  correct  keeping  of  his  accounts,  upon  a  system  specially 
adapted  to  his  requirements,  and  therefore  involving  a  minimum 
expenditure  of  labour.  It  is  expected  that  the  series  will  also 
be  found  of  material  assistance  to  bookkeepers  of  all  classes. 
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Without  aiming  at  giving  an  exhaustive  account  of  the  manner 
in  which  each  separate  business  is  conducted,   the  technical 
points  in  connection  with  each  industry  will  receive  as  much 
attention  as  is  necessary  in  order  fully  to  elucidate  the  system 
of  accounts  advocated,  while  each  volume  will  be  the  work  of 
one  who  has  made  that  particular  class  of  accounts  more  or  less 
a  speciality.    It  is  obvious,  however,  that  to  enable  the  necessary 
ground  to  be  covered  in  the  space  available,  it  is  incumbent  to 
assume  upon  the  part  of  the  reader  a  certain  knowledge  of 
general  bookkeeping.     The  extent  of  the  knowledge  assumed 
will  vary  according  to  the  nature  of  the  class  of  accounts  con- 
sidered.    For  example,  in  the  volumes  on  "Bank  Accounts" 
and    "Shipping    Accounts,"    a    thorough    acquaintance    with 
ordinary  double-entry  bookkeeping  is  not  unnaturally  assumed, 
but  in  the  case,  for  instance,  of  "  Auctioneers'  Accounts,"  and 
other  similar  volumes,   such  explanations  are  nirlnded   as  will 
enable  the  ordinary  intelligent  reader  fully  to  grasp  rhe  methods 
described,  even  although  his  knowledge  of  bookkeepinj>  rnav  be 
of  an  elementary  description.     These  explanations  are  doubt- 
less, superfluous  as  far  as  accountants  are  concerned,   hut   are 
necessary  to  make  the  volumes  of  value  to  the  n.dior.tv  of  those 
specially  engaged  in  these  particular  industries 

To  subscribers  for  the  whole  series  it  may  be  added  that, 
when  completed,  it  will  form  a  most  valuable  and  practically 
complete  library,  dealing,  at  the  hands  of  specialists,  with  prac- 
tically every  class  of  accounts,  and  illustrating  the  application 


of  the  theory  of  double-entry  as  described  in  general  works  on 
bookkeeping. 

The  first  series  (of  twenty  volumes)  has  already  been  com- 
pleted, and  particulars  of  the  subjects  dealt  with  will  be  found 
on  p.  i.  A  second  series  (particulars  of  which  will  be  foimd 
on  page  ii.)  is  now  in  progress ;  it  is  expected  that  this  second 
series  will  comprise  about  thirty  volumes  in  all. 

34  Moorgate  Street, 
London,  E.G. 

June  1907. 
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AUTHOR'S   NOTE   TO   THE    FIRST    EDITION. 


•PHE  following  pages  are  written  primarily  for  Accountants 
and  others  possessing  a  knowledge  of  the  principles  and 
practice  of  bookkeeping  by  double  entry. 

Stock  Exchange  customs  and  methods  have  only  been 
explained  in  so  far  as  they  affect  matters  of  bookkeeping.  A 
further  knowledge  of  the  principles  on  which  Stockbroking 
transactions  are  effected  would,  without  doubt,  materially  assist 
in  the  study  of  Stockbrokers'  Accounts,  but  special  treatises  on 
the  subject  should  be  consulted. 

I  have  to  acknowledge  my  indebtedness  to  Mr.  H.  W.  Green, 
of  the  Stock  Exchange,  for  vakiable  assistance  rendered  in 
matters  more  particularly  pertaining  to  Stock  Ex;  hange 
procedure. 

W.  D.  C. 


AUTHOR'S   NOTE   TO   THE    SECOND   EDITION. 


T   TAKE  the  opportunity    the    issue    of  this  second  edition 
affords  me  of  acknowledging  the  favourable  reception  given 
to  the  first  edition  by  the  Press  reviewers. 

The  present  edition  contains  much  new  matter.  Chapters 
VIII.  and  IX.  being  additional  and  dealing  with  the  important 
subjects  of  Audit  and  Fraud. 

The  first  edition  is  unaltered,  with  the  one  exception  of  the 
hour  when  "  new  time  "  dealing  commences  (page  7,  first  line). 
This  is  now  12,  not  i,  o'clock. 

W.  D   C. 


STOCKBROKERS'   ACCOUNTS. 


CHAPTER    I. 


INTRODUCTORY. 


System  of  Dealinj^.— 

The  difficulties  experienced  by  the  general  public  in  under- 
standing Stock  Exchange  Accounts  arise  for  the  most  part  not 
in  the  accounts  themselves,  which  are  simple  when  properly 
kept,  but  from  a  want  of  knowledge  of  the  customs  and  methods 
pursuant  to  which  Stock  Exchange  transactions  are  effected. 
It  is  necessary  therefore  to  first  explain  the  system  under  which 
dealing  is  carried  on,  and  then  to  show  the  method  of  recording 
the  transactions. 

Brokers  and  Jobbers.— 

The  business  of  a  Stockbroker  was  originally  that  of  finding 
a  buyer  for  his  selling  client,  or  a  seller  who  would  supply  his 
buying  client,  and  his  remuneration  consisted  of  a  commission 
in  recognitioai  of  the  introduction.  In  course  of  time,  as  the 
number  of  joint-stock  companies  increased,  the  number  of 
buyers  and  sellers  of  Stocks  and  Shares  multiplied,  and  the 
number  of  Brokers  was  similarly  augmented,   consequently  a 
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Broker  found  more  buyers  and  sellers  in  the  market  than  afore^ 
t^me.  Out  of  this  state  of  affairs  the  Speculative  Broker  evolved, 
who,  without  waiting  for  the  instructions  of  a  client,  bought  and 
sold  on  the  off  chance  of  clients  or  other  Brokers  eventually 
turning  up,  who  would  relieve  him  of  his  bargain  and  leave  him 
with  a  profit. 

Tlir  Stock   Exchange,   as  now   constituted,   is  a   Society  of 
Stockbrokers,  formed  under  certain  rules  and  regulations.     Its 
•  memUrs  still  comprise  the  original  Broker,  who  acts  only  on  a 
client's  instructions,  and  the  Speculative  Broker,  who  deals  for 
hmiself,  or,  in  more  modern  parlance,  "on  his  own."    There  is 
this  further  difference,  however,  the  two  classes  of  Brokers  are 
now  officially  recognised  and  provided  for  in  the  rules  of  the 
Stock    Exchange.      The    Speculative    Broker    is    known    as    a 
^'  Jobber  •'  or  •'  Dealer " ;   the  Broker  who  acts  upooi  a  client's 
instructions  being  still  described  as  a  Broker.     Each  member 
of  the  Stock  Exchange  has  to  "declare  himself";   that  is,  to 
state  whether  he    carries    on    business    as    a  "Jobber"  or  a 
"Broker." 

Outside  Brokers.— 

It  may,  perhaps,  be  well  to  say  in  passing  that  Jobbers  should 
not  be  confused,  as  is  frequently  doaie,  with  Outside  Brokers. 
Outside  Brokers,  as  the  term  implies,  are  Brokers  who  axe  not 
members  of  th.  Stock  Exchange,  and  are  consequently  outside 
its  Rules  and  Regulations. 

Jobber  Acts  as  Principal.— 

The  Jobber  (or  Speculative  Dealer)  is  now  limited  in  his 
deahngs  to  his  speculations.  He  is  not  allowed  to  deal  with 
the  public  direct,  except  as  a  Principal,  consequently  he  gete 
his  living,  not  by  earning  commissions,  but  by  selling  for  more 
than  he  buys  ;  or,  conversely  (and  perhaps  more  frequentlv).  by 
buying  for  less  than  he  has  previouslv  sold. 
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Broker  Acts  as  Ag^ent. — 

On  the  other  hand,  a  Broker  on  receiving  a  client's  instruc- 
tions to  buy  or  sell  goes,  not  to  another  Broker  as  in  the  old 
days,  but  to  a  Jobber,  with  whom  he  does  the  deal,  and  the 
price  at  which  the  bargain  is  done  between  the  Jobber  and 
Broker  becomes  i^so  facto  the  price  between  the  Broker  and  his 
client.  The  Broker,  however,  charges  the  client  a  commissiai 
on  the  deal,  and  such  commission  constitutes  his  profit. 

Markets.— 

Every  Jobber  is  at  liberty  to  deal  in  any  of  the  Sto'^ks  or 
Shares  that  may  be  dealt  in  on  the  Stock  Exchange,  but  common 
prudence  and  convenience  lead  him  to  make  a  study  of  certain 
securities  and  limit  his  dealings  thereto. 

The  interior  of  the  Stock  Exchange  (or  "  House,"  as  it  is 
more  commonly  called)  is  divided  into  "markets"  correspond- 
ing with  the  general  classification  of  the  Securities  dealt  in,  and 
the  Jobbers  are  consequently  to  be  found  in  the  market  as:.igned 
to  their  special  classes  of  Stocks :  thus  you  have  the  "  Consol 
Market,"  the  "American,"  the  "Kaffir,"  the  "  Westralian,"  and 
so  on.  The  time  of  the  Brokers  is  thereby  saved,  as  they  know 
where  to  go  to  execute  their  various  commissions. 

Briefly,  then,  the  position,  is  as  follows: — The  Jobbers  are 
the  market,  and  the  Brokers  the  medium  between  the  market 
and  the  general  public. 


How  Deals  are  made.— 

Now  for  the  method  of  dealing.  A  simple  illustration  will 
suffice.  Suppose  a  Broker  to  have  received  an  order  to  buy 
i,oco  Chartereds  at  the  lowest  price.  He  will  go  to  the  Kaffir 
Market  and  ascertain  what  Chartereds  are  "called  at,"  that  is, 
the  prices  at  which  the  Jobbers  are  offering  to  deal  ;  we  say 
"  the  prices,"  because  the  Jobbers  "  call "  two  prices,  meaning 


* 
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thereby  that  they  are  prepared  to  buy  at  the  lower  or  sell  at 
the  higher.  If  the  prices  suit  the  Broker  he  will  ask  the  Jobber 
to  '*  maJce  him  a  price  "  for  i,ooo  Shares,  but  the  Broker  does 
not  say  whether  he  wants  to  buy  or  sell.  The  Jobber  then 
makes  a  price,  and  if  we  assume  the  price  made  to  be  3  jV  — 
3  fV,  the  Broker  then  says,  "I  buy  1,000";  that  constitutes 
the  bargain,  which  is,  that  the  Jobber  sells,  and  the  Broker 
buys,  1,000  Chartereds  at  ^3  3s.  gd.  per  share;  and  both 
Jobber  and  Broker  note  the  transaction  in  their  bargain  books, 
whence  it  is  carried  in  due  course  into  their  respective  books 
of  account. 

It  is  a  rule  of  the  Stock  Exchange  that  all  bargains  between 
members  shall  be  "  checked  "  (i.e.,  confirmed)  on  the  day  follow- 
ing the  deal. 

Registered  Stock.— 

The  Securities  dealt  in  on  the  Stock  Exchange  are,  chiefly, 
of  two  classes — (i)  Registered  Stock,  and  (2)  Scrip  Stock. 
Registered  Stock  denotes  that  the  owner's  name  is  registered  in 
the  books  of  the  company,  and  the  ownership  can  only  be 
changed  by  the  presentation  at  the  office  of  the  company  of  a 
Deed  of  Transfer,  signed  by  the  owner  and  the  intending  pur- 
chaser, and  setting  forth  the  total  number  of  Shares  transferred, 
the  consideration  money  paid  by  the  purchaser,  and  the  distinc- 
tive numbers  of  the  Shares.  All  the  formalities  being  complied 
with,  and  the  directors  of  the  company  having  approved  the 
transfer,  it  is  registered  in  the  books  of  the  company  on  payment 
of  the  prescribed  fee  (usually  2s.  6d.),  and  the  purchaser  of  the 
Shares  becomes  the  registered  holder. 

The  following  is  the  usual  form  of  Transfer  adopted,  though 
special  ones  axe  prescribed  by  certain  companies :  — 


Ad  valorem 

Stamp 

to  be 

impressed 

here 
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in  consideration  of  the  sum  ot 
paid  by 

hereinafter  called  the  said  Transferee     , 

^0  hereby  bargain,  sell,  assign,  and  transfer  to  the 
said  Transferee     : — 

of  and  in  the  undertaking  called  the 

®0  ^oltf  unto  the  said  Transferee     ,  Executors, 

Administrators,  and  Assigns,  subject  to  the  several  conditions 
on  which  held  the  same  immediately  before  the 

execution  hereof;  and  the  said  Transferee     ,  do 

hereby  agree  to  accept  and  take  the  said  , 

subject  to  the  conditions  aforesaid. 

gist  ^itn«»«  our  hands  and  seals  this 
Day  of  in  the  year  of  our  Lord  One  Thousand 

Nine  Hundred 


♦ 

en 
V 

c 


■X- 

en 
V, 

c 


y 

'in 

B 

* 


Signed,  Sealed,  and  delivered,  by  the  \ 
above  named  in  the  presence  of         | 
I  Signature  * 
J  Address 
i  Occupation 

Signed,   Sealed,  and  delivered,  by  the 
above  named  in  the  presence  of 
(  Signature  * 

-  Address 
( Occupation 

Signed,  Seated,  and  delivered,  by   the 
above  named  in  i\\>i  presence  of 
(  Signature  ♦  > 

-  Address  j 
( Occupation                                               ' 

Signed,  Sealed,  and  delivered,  hy  the 
above  named  in  the  presence  of 
I  Signature* 

-  Address 

( Occupation 


NOTE.— The  consideration-money  set  forth  in  a  Transfer  may  differ  from  that  which 
the  first  Seller  will  receive,  owing  to  sub-sales  by  the  original  Buyer ;  the  Stamp  Act 
requires  that  in  such  cases  the  consideration-money  paid  by  the  sub-purchaser  shall  be 
the  one  inserted  in  the  Deed,  as  regulating  the  ad  valorem  Duty  ;  the  following  is  the 
Clause  in  qucbtion. 

"  When  a  person  having  contracted  for  the  purchase  of  any  property,  but  not  having 
obtained  a  Conveyance  thereof,  contracts  to  sell  the  same  to  any  other  person  and 
the  property  is,  in  consequence,  conveyed  immediately  to  the  Sub-purchaser,  the 
Conveyance  is  to  be  charged  with  ad  valoron  Duty  in  respect  of  the  consideration 
for  the  Sale  by  the  original  Purchaser  to  the  Sub-purchasar." 

[33  &  34  Vict.  Cap.  97  (1870)  Clause  74,  Section  3,  of  the  Schedule.] 
♦When  a  Transfer  is  executed  out  of  Great  Britain  it  is  recommended  that  the  Signatures 
b.e  attested  by  H.M.  Consul  or  Vice-Consul,  a  Clergyman,  Magistrate,  Notary  Public, 
or  by  some  other  person  holding  a  public  position— as  most  Companies  refuse  to 
recognise  Signatures  not  so  attested. 

5crip  Stock. — 

Scrip  Stock  (or  Bearer  Stock)  is  that  the  title  to  which  passes 
by  the  simple  delivery  of  the  Scrip  itself  without  a  formal  Deed 
of  Transfer,  the  owner's  name  not  being  registered  in  the  books 
of  the  company. 
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CHAPTER    II. 


SETTLEMENTS. 


"Accounts.*'— 

The  Stock  Exchange  financial  year  is  divided  into  twentv- 
oux  periods  called  "Accounts,"  there  being  two  "Accounts'" 
m  each  month.     The  object  being  to  fix  a  definite  time  for  the 
settlement  of  all  bargains  entered  into. 

Special  Settlements 

In  addition  to  the  usual  fortnightly*  Accounts,  there  is  a 
separate  settlement  in  Consols  «,ce  a  month,  arid  special  sottle- 
«  are  fixed  (as  occasi«,  requires)  for  the  new  Stocks  for 
wh:ch  quotations  are  grafted  from  time  to  time.  All  ^arga  ^ 
axe  done  , or  .settlement  at  a  time  specified  when  the  deal  i. 
effected  ,f  no  t,me  is  specified  they  are  done  for  the  settlement 
next  following,  t 

Account  Days.— 

Four  days  in  each  account  are  cxcupied  in  the  settlement  of 
bargams^  they  are  a.  follows:-Two  Continuation  (or  Co^ 
o7l     7  t  '"*  .'"'"^  '"^  ^""'"S  Shares,  and  the  second 

^lIlL  K  '  """  '"  '"'  ''"'''  "'"''<'■     ^"-"g  'he 

settlement  bargams  are  still  being  entered  into,   tho«e  up  to 

+  See  also  next  paragraph.  ^    ^^• 
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twelve  o'clock  on  the  first  Contango  day  being  for  the  settle- 
ment then  entered  upon,  those  subsequent  to  that  hour  being 
for  the  next  account,  or,  as  more  commonly  stated,  "  for  new 
time." 

Making- up  Price. — 

On  the  first  day  of  the  Settlement  a  price  is  agreed  upon,  and 
officially  issued,  as  the  mean  price  of  each  Stock  that  is  dealt 
in..  These  are  known  as  the  "  making-up "  prices,  usually 
wiitten  "  m/u  price." 

Even  and  Uneven  Dealing:.— 

In  cases  where  there  have  been  buying  and  selling  transac- 
tions in  the  same  Stock  during  the  Sv^me  account  between  the 
same  persons,  the  Stock  to  be  delivered  at  the  Settlement  is  the 
balance  of  Shares  on  the  total  deals :  for  insitance,  if  during  one 
account  "A."  buys  i,ooo  Chartered  (whether  in  one  purchase 
or  more)  and  sells  900,  he  has  to  take  delivery  of  100.  If,  on 
the  other  hand,  "A."  sells  1,000,  and  buys  900,  he  has  to 
deliver  100;  but  if  he  buys  1,000,  and  sells  1,000,  no  Stock  has 
to  pass  at  all,  but  the  balance  on  the  account — ^which  is  his 
profit  or  loss  in  the  deals — constitutes  the  "Difference."  for 
which  a  cheque  has  to  be  passed  on  Pay  Day. 

A  sale  or  purchase  of  Stocks  is  not  necessarily  followed  by 
actual  delivery,  as  the  bargain  is  capable  of  settlement  by  either 
Cootango  or  a  make-up. 

Contango  Day.— 

Contango,  Contuiuation,  or  Carry-over  Day,  as  it  is  indis- 
crimiinately  termed,  is  the  first  day  of  the  Settlement,  and  on 
that  day  the  members  arrange  with  one  another  how  their 
mutual  bargains  shall  be  settled. 

If  it  is  arranged  that  the  bargain  shall  be  carried  ovei*  until 
the  next  Settlement,  it  is  carried  forward  not  at  the  price  at 
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which  it  was  originally  "  done  "  {i.e.,  made),  but  at  the  "  making- 
up  "  price  for  the  Account ;  any  difference  between  those  two 
prices  being  settled  by  a  cash  payment  on  Pay  Day. 

Suppose,  for  instance,  A.  sells  to  B.  i,ooo  Chartereds  at  3, 
and  B.  finds  it  inconvenient  to  take  them  up,  so  has  them 
carried  over  to  the  next  account,  the  making-up  price  being 
2^8,  then  B.'s  account  in  A.'s  books  will  be  stated  as  follow-s :  — 


Jan.  2  '  1,000  Chartered       3 


3,000    0    o     c/o    1 ,000  Chartered 


2A 


I      s    d 
2,875    o    o 


B-  would  then  have  to  pay  a  difference  of  £12^  on  Account 
Day,  and  his  account  for  the  next  settlement  would  be  opened 
wi.th  a  debit  of  the  Stock,  calculated  at  the  same  price  at  which 
the  old  account  was  closed,  viz.,  1,000  at  2?b. 

For  the  accommodation  afforded  by  the  carrying  over  of 
bargains,  a  charge  is  made  by  way  of  interest,  which  is  called 
a  Contango.  The  rate  of  Contango  is  agreed  upon  at  the  time 
when  the  carrying  over  is  arranged :  it  is  not,  however,  brought 
into  the  account  then  being  settled,  but  is  debited  with  the 
opening  entry  of  the  new  account.  The  Contango  is  calculated 
on  various  bases,  either  as  initerest  at  a  certain  rate  per  cent. 
per  annum  on  the-  capital  value  of  the  Stock,  or  so  much  per 
Share,  or  so  much  per  ;£ioo  Stock. 

In  the  case  we  have  assumed,  let  us  suppose  the  rate  of 
Contango  is  agreed  at  2i/2d.  i^ex  Share,  the  opening  entry  in 
the  new  account  would  be  as  follows :  — 


1,000  Chartered  2jd. 
Contango    2jd. 


£     s  d 

2,875     o    o 
10    8    4 


TJie  ;£io  8s.  4d.  would  become  part  of  the  difference  payable 
on  the  Account  Day  next  following. 
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Backwardation.  — 

The  converse  of  a  Contango  is  called  a  Backwardation  (or 
Back).  If,  for  instance,  A.  asked  B.  to  defer  accepting  delivery 
of  the  1,000  Chartered  until  the  next  account,  and  agreed  to 
pay  him  id.  per  Share  for  so  doing,  the  £4  3s.  4d.  would 
constitute  a  backwardation,  and  be  entered  to  B.'s  credit  in  the 
new  account. 

Make-up.— 

Bargains  can  also  be  settled  by  a  "  make-up."  A  *'  make-up  " 
is  an  arrangement  made  by  three  persons  dealing  in  one  parcel 
of  Shares,  by  which  the  middle  man  is  eliminated,  and  the 
remaining  two  put  in  direct  communication.  For  instance,  A. 
sells  to  B.  1,000  Chartereds  at  3,  B.  sells  to  C.  1,000  Chartereds 
at  3%,  B.  instructs  A.  and  C.  to  deal  "  direct"  in  the  matter,  or 
to  "  make  up  "  the  Shares.  Unless  otherwise  agreed,  make-ups 
are  all  done  at  the  official  making-up  price.  Any  difference 
remaining  on  an  account  after  Shares  have  been  made  up  is 
paid  (or  received)  on  Account  Day  in  the  usual  way. 

The  expression  "make  up"  is  used  by  Stockbrokers  in  the 
same  sense  as  "  Transfer  "  is  used  by  Accountants :  the  latter 
word  is  used  by  Stockbrokers  to  denote  a  Transfer  Deed. 

Passing  Stock.— 

Xow  as  to  the  method  of  Settlement  in  cases  where  Stock 
has  to  pass.  The  most  simple  way  is  obviously  to  exchange 
the  Stock  for  a  cheque,  and  this  plan  is  adopted  in  the  case  of 
Scrip  Stock  where  no  Transfer  Deed  is  requisite.  In  the  case 
of  Registered  Stock,  however,  where  a  Transfer  Deed  has  to  be 
made  out  in  fa\our  ot  the  purchaiser,  sent  to  the  seller  for 
signature,  and  possibly  sent  to  the  office  of  the  company  for 
certification,*  it  is  manifestly  impossible  to  ensure  this  being 


'  See  Glossary. 
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done  in  time  to  effect  delivery  to  the  purchaser  by  2.30  p.m. 
(the  daily  limit  of  time  allowed  for  delivery  of  Stock)  on  Pay 
Day. 

Tickets  (or  Names).— 

We  must  remember  that  the  actual  seller  and  buyer  of  a 
parcel  of  Stock  may  be  very  far  removed  from  one  another. 
They  are,  as  it  were,  the  two  ends  of  a  chain  linked  together 
by  their  Brokers,  between  whom  there  may  be  any  number  of 
Jobbers,  and  in  theory  the  Transfer  has  to  pass  through  all 
their  hands.  Suppose  Jones  (a  client)  sells  Stock  through  his 
Broker  A.  A.  sells  to  B.  (a  Jobber),  B.  to  C,  C.  to  D.,  D. 
to  E.  (all  Jobbers),  and,  finally,  E.  to  F.,  a  Broker  who  buys  for 
his  client,  Brown.  Every  communication  regarding  the  Transfer 
has  to  go  through  all  these  parties  to  the  deal.  And  before  the 
Transfer  Deed  can  be  made  out,  the  seller  has  to  be  supplied 
with  the  following  particulars:  — 

1.  The  amount  of  consideration  money.* 

2.  The  name,  address,  and  description  of  the  purchaser. 

These  particulars  are  issued  by  the  purchaser's  Broker  F.  on 
a  prescribed  form  (called  a  Ticket  or  Name) :  this  Ticket  is 
passed  by  him  to  E.,  by  E.  to  D.,  and  so  on  back  to  A ,  who 
completes  the  Transfer  Deed,  and  obtains  the  signature  of 
Jones  thereto.    The  form  of  the  Ticket  is  as  follows :  — 


*  See  Glossary. 
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We  are  face  to  face  therefoore  with  this  difficulty.  The  seller 
requires  payment  for  his  Stock  on  Account  Day,  the  buyer's 
Broker  is  prepared  to  pay  but  won't  pay  till  he  gets  the  Stock, 
there  is  not  enough  time  to  pass  the  Stock  all  along  the  chain ; 
someane,  though  he  may  be  holding  the  Stock,  is  lying  out  of 
has  money,  yet  all  members  must,  according  to  the  Rules,  settle 
their  differences  intey  se  on  Account  Day.  The  position 
becomes  impracticable. 

The  Stock  Exchange  has  found  a  way  out  of  the  difficulty, 
however,  by  introducing  into  the  Ticket  a  new  element,  making 
it  serve  the  purpose  of  what  is  tantamount  to  a  negotiable 
instrument  (to  the  extent  of  its  face  value),  eliminating  thereby 
(as  far  as  the  delivery  of  Stock  is  concemed)  all  the  middle 
men  (B.  to  E.),  and  bringing  into  direct  contact  the  Selling 
Broker  (A.)  and  the  Buying  Broker  (F.).  It  will  be  seen  there^ 
fore  that  the  passing  of  the  Ticket  is  equivalent  to  the  passing 
of  cash  to  the  extent  of  its  face  value,  and  it  is  so  treated  in  the 
Personal  Accounts  in  the  Broker's  and  Jobber's  books.  Any 
balance  not  settled  by  the  Ticket  is  settled  by  Cash  on  Account 
Day. 

The  supreme  importance  of  firmly  apprehending  the  workmg 
of  this  principle  of  passing  Tickets  inclines  us  to  illustrate  the 
transaction  in  some  detail  at  the  risk  of  appearing  to  labour  it. 

LcT  U5  assume  that  the  deals  ^^^re  as  follows:  — 

Jones  (a  client)   sells  1,000  Chartereds  at  £^^\  through  his 
Broker  A. 

A.  sells  to  B.  at  33^- 

B.  sells  to  C.  at  3^5. 

C.  sells  to  D.  3^6- 

D.  sells  to  E.  at  3|. 

E.  sells  to  F.  at  ^^^. 

F.,  a  Broker,  buys  on  behalf  of  his  client.  Brown. 


On  Ticket  Day  F.  issues  the  subjoined  Ticket,  which  he 
passes  to  E.  E.  endorses  it  witih  the  name  of  D.,  and  passes  it 
to  him.  D.  endorses  it  with  the  name  of  C,  and  passes  it 
to  him.  C.  endorses  it  with  the  name  of  B.,  and  passes  it  to 
him.  B.  endorses  it  with  the  name  of  A.,  and  passes  it  to  him. 
All  this  passing  takes  place  on  Ticket  Day. 

THE  TICKET  AS  ISSUED  BY  F. 


No.  377.    M/U.. 

Consideration,  ;^3,i87  los. 

od. 

Stamp,                   £16    OS. 

od. 

1,000  Chartereds 

at3i^- 

To 

Joseph  John  Brown, 

of 

37  Cheapside, 

London,  E.C. 

Bookseller. 

F. . 

47  Draper's  Gardens, 

13th  January  1901 

■ 

Pays. 

(Note. — If  this  Ticket  be  divided 

,  its  number  and  the  name  of  the 

party  d 

ividing  it  must 

be  inserted,  or  the  new  Ticket  will 

not  be 

paid  for). 

THE  BACK  OF  THE  TICKET  AS  IT  REACHED  A. 
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The  entries  in  the  Jobbers'  (B.  to  E.)  Ledger  Accounts  with 
each  other  would  be  as  follows :  — 


B.*s  Books.— 

A. 

Jan.  13     1,000  C.         ..  ^3^8 

3.187  10 

d 
0 

Jan.  4    1,000  Chartered 

3.4 

£  s 
3.031    5 

d 

0 

c. 

Jan.    4    1,000  Chartered 

31% 

£      s 
3,062  10 

d 
0 

1 

Jan.  13     1,000  A. 

3fJ, 

£  s 
3,187  10 

d 
0 

C.'s  Books. — 

B.— 

Jan.  13     1,000  D. 


£       ^    A 

3x8  I     if^^7  10    o      J*"-  4    1. 000  Chartered 


3ife 


D.. 


I       I       ^-    s    d 
Jan.    6    1,000  Chartered  3j^      5,062  10    o     Jan.  13    1,000  B. 


3^1 


E.- 


Jan.   6 


1,000  Chartered    3I 


£       s    d  I-  I 

3,125    o    o     Jan.  13    1,000  C. 


3^8 


E.'s  Books.— 


D. 


Jan.  13  i  1,000  F. 


£       s    d  ^  I 

3^      3,187  10    o      Jan.  6    1,000  Chartered    3I 


F.- 


£     s   d 
Jan.    6    1,000 Chartered  3j*^      3,18710    o     Jan.  13    1,000  D. 


£     s  d 
3,062  10    o 


£       s    d 

3,187  10    o 


D.*s  Books.— 

C. 

Jan.  13     1,000  E. 

3A 

j 
£      s   d                                                     £      s    d 
3,187  10    0     Jan.  6  , 1,000  Chartered   3 j^.i        3,062  10    0 

£     s   d 
3,187  10    o 


£      s   d 

3,125    o    o 


£     s   d 

••     3fg        3,iS7  10    o 


It  will  be  seen  on  page  12  that  the  kitemediate  Jobbers' 
profits  were  as  follows:  — 


B.  made  ^  on  1,000  Shares 

C.  „    no  profit 

D.  ,,     ^  on  1,000  Shares 

E.  »i        IB 


II 


II 


£i^     5    o 
000 

62  10    o 

62  10    o 


After  passing  the  Ticket  the  balances  on  the  various  accounts 
to  be  settled  on  Account  Day  were  as  follows:  — 


B.  receives  from  A. 
pays  to  C. 

Receives  on  balance 

C.  receives  from  B. 
pays  to  D. 

D.  receives  from  C. 
pays  to  E. 

Receives  on  balance 

E.  receives  from  D. 
and  is  "  even  "  with  F. 


/156  5  o 

125  o  o 

•  •  •  • 

125  o  o 

125  o  o 


125     o    o 
62  10    o 


£1^     5     o 


000 


62  10    o 
62  10    o 


By  means  of  the  Ticket,  then,  the  middle  men  (that  is,  the 
Jobbers  B.  to  E.)  are  enabled  to  settle  their  various  differences, 
irrespective  of  the  passing  of  the  Stock  itself,  which  now 
becomes  a  matter  between  the  holder  of  the  Ticket  and  the 
issuer  thereof.;  or,  in  other  vwrds,  the  Selling  Broker  and  the 
Paying  Broker. 

Delivery  of  Transfers.— 

As  we  have  seen,  it  would  be  imix>ssible  in  many  cases  to 
ensure  delivery  of  Registered  Stock  on  Account  Days,  the  time 
for  delivery  is,  therefore,  extended  by  the  Rules  of  the  Exchange 
for  a  period  of  ten  days.  The  differences  on  the  transaction 
(that  is,  the  difference  between  the  price  of  the  bargain  and  the 
price  of  the  ticket)   are,   however,   payable  or   receivable,    as 
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behveen  A.  and  F.  and  members  of  the  Stock  Exchaii,ge,  on 
Account  Day.    A.  therefore  pa>-s  to  B.  £156  5s.  as  follows:  — 


A.'s  Books.— 

I 

Jan.    4  !  1,000  Chartered 

1  Balance 


B- 


1 

3^ 

;  3.031    5    0     Jan.  13 

1     156    5    0 

Ticket 


3i\      3.187  10    e 


This  amount,  ^156  5  s.  od.,  A.  recovers  on  delivering  the 
Stock  to  F.,  who,  by  issudng  the  Ticket  at  ^j\  undertakes  to 
redeem  it,  as  it  were,  at  that  figure.  When  crediting  B.,  there- 
fore, with  Ticket  £s,iSy  los.  od.  he  debits  an  account  called 
Ticket  Account  with  the  same  amount,  crediting  Ticket 
Account  with  Cash  when  received  on  delivering  the  StocL 
With  regard  to  the  account  between  F.  and  E.,  it  will  be  seen 
that  the  matter  is  settled  by  the  passing  of  the  Ticket,  the  price 
of  the  Ticket  being,  as  it  happens,  identical  widi  the  price 
of  the  bargain. 

If  Chartereds  had  been  Scrip  Stock  (see  page  9),  no  Ticket 
would  have  been  issued,*  the  bargain  being  settled  by  an  entry 
of  Cash  received  or  paid  when  the  Scrip  was  delivered.  The 
time  for  delivery  of  Bearer  Stock  is  on  Account  Day,  or  the 
day  following. 

The  procedure  incident  to  the  delivery  of  Stock  is  as 
follows:— The  Selling  Broker  fills  up  the  form  of  Transfer 
Deed,  incorporatng  therein  the  particulars  contained  on  the 
Ticket,  and  having  obtained  the  signature  of  the  seller  thereto 
(duly  attested),  he  attaches  the  Share  Certificate  and  delivers 
it,  accompanied  by  the  Ticket,  to  J  he  Buying  Broker,  who  gives 
him  cash  in  exchange. 


Splits.— 

It  frequently  happens  that  a  member  has  sold  Shares  in  one 
block  that  he  has  purchased  in  txvo  or  more  lots,  for  which  sale 
he  receives  one  Ticket  only  from  the  buyer,  whereas  he  must 
pass  on  two  or  more  Tickets.  This  he  does  by  «  splitting  the 
Ticket"— that  is,  making  out  an  exact  copy  of  the  original 
Ticket,  except  that  the  number  of  Shares  is  different,  and 
reducing  the  number  of  Shares  on  the  original  Ticket  by  the 
number  for  which  he  has  issued  the  "  Split  Ticket,"  or,  as  it  is 
commonly  termed,  the  "  Split.'' 

For  instance,  D.  sells  to  E.  1,000  Shares,  for  which  E.  passes 
him  one  Ticket.    D.  has  bought  these  Shares  in  the  following 

parcels :  — 

200  from  A. 

I*        v^« 


450 


D  will  therefore  alter  the  1,000  Shares  on  the  oo-iginal  Ticket 
to  200,  and  pass  it  on  to  A. ;  at  the  same  time  he  will  make  out 
a  copy  of  the  Ticket  for  350  Shares  and  pass  it  to  B.,  and  a 
further  copy  for  450  Shares  and  pass  it  to  C.  The  Split 
Tickets  will  be  treated  by  B.  and  C.  as  if  they  were  originals, 
and  they  will  deliver  their  Stock  on  them  to  E.  (whose  name 
is,  of  course,  at  the  foot)  as  the  one  who  pays. 

Every  person  dividing  or  splitting  a  Ticket  must  put  his 
name  thereon  as  having  done  so.  It  is  generally  placed  at  the 
top  in  the  middle,  thus:  — 


Split  by  D  - 


See  page  28  as  to  Ticket  for  Bearer  Stock  issued  by  Clearing  House. 


The  object  of  this  is  to  recover  from  the  one  who  splits  a 
Ticket  the  extra  expense  such  spUtting  occasions :  for  each  split 
means  an  additional  Transfer  Deed,  necessitating  an  addi- 
tional registration  fee,  and  perhaps  increased  stamp  duty. 


i8 


stockbrokers'  accounts. 


STOCKBROKERS     ACCOUNTS. 


19 


Selling  Out.— 

There  is  a  prescribed  time  for  passing  Names  (i.e.,  Tickets), 
and  default  on  the  part  of  the  buyer  in  so  doing  renders  him 
liable  to  a  penalty,  in  this  wise :   If  the  Seller  of  Stock  does 
not  receive  a  Name,  he,   being  unable  to  deliver  his   Stock, 
instructs  the  Official  Broker  to  sell  the  Stock  again  in  open 
market.    This  is  caJled  "  Selling  Out "  for  a  Name.    A  member 
buying  under  these  circumstances  must  pass  a  Name  at  once. 
In  the  event  of  there  being  a  loss  on  the  Selling  Out  {i.e.,  if 
the  sale  made  by  the  Official  Broker  is  at  a  lower  rate  than 
the    original    sale),     such    loss— together    with     the    Official 
Brokerage— falls  on  the  member  making  default  in  passing  the 
Name.     This  is  not  necessarily  the  original  buyer ;   he  may  be 
expecting  the  name  from  a  sub-purchaser,  or,  in  market  phrase- 
ology, he  may  "  read  "  some  one  else  for  it.    It  is,  however,  the 
duty  of  the  Official  Broker  to  ascertain  who  is  liable— that  is, 
who  had  the  "name  over"  when  the  time  for  passing  name^ 
expired.    This  he  does  by  asking  the  member  who  gave  instruc- 
tions for  the  Selling  Out  whom  he  ''  reads  "  for  the  names,  then 
going  to  the  member  whose  name  is  given  and  asking  him  whom 
he  reads,  and  thus  tracing  the  name  backwards  until  he  finds 
the  member  who  has  it  "over,"  and  him  he  lands  with   the 
Selling  Out  Contracts.     The  Selling  Out  may  result  in  a  profit, 
in  which  case  the  member  having  the  name  over  is  entitled  to 
such  profit,  less  the  Official  Brokerage. 

Entries  arising  from  a  Selling  Out.— 

Suppose  a  Jobber  has  sold  100  Chartered  at  3,  and  the  buyer 
does  not  pass  a  name.  The  Official  Broker  Sells  Out— that  is, 
sells  the  Stock  again— and  it  only  realises  2.  The  Jobber  loses 
;£ioo  on  delivering  the  Stock,  which  he  recovers  from  the 
buyer.  In  the  following  illustration  the  italicised  entries  record 
the  facts :  — 


BUYER. 

100  Chartered  at. . 

3 

£ 
300 

i 

MIU  Official  Broker 
Cash 

2 

£ 

200 
100 

OFFICIAL   BROKER. 

MIU  Buyer 

£ 

2U0 

100  Chartered  at   . . 

2 

2iK) 

TICKETS 

RECEIVABLE. 

too  Chartered 

2 

£ 

200 

1  Cash        

£ 

2C0 

If  the  transaction  were  reversed,  and  the  Jobber  bought  100 
Chartered  at  3,  but  did  not  pass  a  name,  the  accounts  would 
be  stated  as  follows  : — 

STOCK. 


100  Chartered       ..        ..3 
Selling  out  Charges        .... 

£ 

300 
.5 

100  MIU  Seller  .. 
Profit  and  Loss 

•• 

£ 

200 

105 

SELLER. 

MIU  Stock  Account    .. 
Cash        

100 

100  Chartered    . . 

3 

£ 
300 

OFFICIAL   BROKER. 

Cash       

£ 

5 

Selling  out  Charges 
100  Chartered 

£ 
5 

The  effect  being  to  saddle  the  Jobber  with  a  loss  of  ^105,  and 
to  reduce  his  Bull  by  100  Shares,  or  make  him  a  Bear  to  that 
extent. 
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Buying:  In. — 

There  is  also,  as  we  have  seen,  a  prescribed  time  within 
which  Stock  must  be  delivered,  and  if  default  is  made  in 
deliver}'  the  purchaser  instructs  the  Official  Broker  to  buy  the 
same  in  the  open  market.  This  is  called  "  Buying  in.  Any 
loss  on  buying  in,  together  with  the  Official  Brokerage,  is  borne 
by  the  member  making  default  in  delivery.  The  identity  of 
such  member  is  ascertained  by  the  Official  Broker  by  tracing 
the  name  issued  by  the  purchaser  until  he  comes  to  the 
member  having  it  "  over,"  and  him  he  lands  with  the  Buying  in 
Contract. 


Entries  arising  from  a  Buying  in.— 

The  following  example  illustrates  the  entries  occasioned  by  a 
Jobber  buying  in  for  j£^  per  share  loo  Chartered  he  had 
contracted  to  buy  at  j£^,  but  which  were  not  delivered: — 


CHARTERED    STOCK    ACCOUNT. 


/ 

£ 

£ 

loo  Seller    . . 

3 

t 

oo 

SEL 

LER. 

loo  Chartered 

^ 

£ 
300 

100  Chartered  at  . . 

S 

£ 
300 

an   Tickets 

•  • 

200 

Cash            

i 

200 

TICKETS    PAYABLE. 


Cash 


£ 

500 

100  Chartered  at  . . 

^ 

MIU  Bought  in  Seller    . . 

•  • 

c 

300 
200 
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If  the  transaction  were  reversed,   and   the   Jobber   ha(V  the 
Shares    bought    in    against    him,    the    entries    would    be    as 

follows : 

BUYER. 


100  Chartered 

3 

£ 
300 

100    Chartered    (Tickets 
Receivable) 

3 

£ 
300 

STOCK. 

100  MjU  Official  Broker. . 
Official  Charges    .. 

5 

£ 

500 
5 

100  Chartered 

1  Profit  and  Loss     . , 

3 

£ 
300 

205 

TICKETS    RECEIVABLE. 

100  Chartered  at  (Buyer) 

3 

£ 
300 

1 

1 

100  MIU  Official  Broker 
Bought  in        

! 

1 

£ 

300 

OFFICIAL    BROKER. 

100  MIU  Tickets  Bought 

in         

Cash          

3 

•  • 

100   MIC  Stock    Account 
300                 Bought  in 
205            Official  Charges    . . 

5 

•  • 

£ 

500 
5 

Bear  Sales.— 

The  fact  of  having  a  "  name  over '"  is  often  the  result  of  a 
"Bear  Sale"— 1.^.,  a  sale  effected  without  a  previous  purchase, 
and  consequently  no  Stock  to  deliver,  and  no  one  to  whom  the 
name  can  be  passed.  The  Bear  position  is  often  hidden  by  the 
seller  of  a  Bear  borrowing  Stock  to  deliver,  which  is  in  effect 
a  continuation  bargain,  in  that  he  buys  the  Stock  for  the 
account  then  being  settled,  and  sells  it  back  for  the  next 
account. 


CHAPTER    III. 


MINOR    AND    SUBJECTIVE    DIFFICULTIES. 


Calls  and  Dividends.— 

The  title  or  liability  attached  to  Shares  passes  to  the  buyer 
at  the  time  the  deal  is  effected,  but  the  registration  of  the 
transfer  in  the  books  of  the  company  whose  shares  are  dealt  in 
cannot  be  made  simultariexjusly,  and  sometimes  a  considerable 
time  has  elapsed  before  the  company  is  aware  that  the  identity 
of  the  shareholder  has  changed. 

It  therefore  frequently  happens  that  a  company  makes  Calls 
on,  pays  dividends  to,  or  confers  rights  upon  a  person  who  has 
parted  with  his  Shares,  in  which  case  such  Calls,  dividends,  or 
rights  have  to  be  passed  on  to  the  buyer  of  the  Shares  through 
the  agency  of  the  Brokers  employed  in  the  original  deal. 

Theoretically  this  should  not  give  rise  to  much  difficulty,  but 
in  practice  it  does.  Human  frailty  tends  to  the  repudiation  of 
Calls  by  those  legally  liable,  when  the  Calls  have  (in  error)  been 
primarily  made  upon  another,  and  a  corresponding  reluctance 
to  part  with  a  dividend  cheque  received  through  a  mistake  is 
unfortunately  not  unusual.  Then,  again,  a  tendency  on  the  part 
of  some  Stockbrokers  to  let  these  matters  "  slide  "  increases  the 
natural  difficulties,  and  complexity  results  in  matters  otherwise 
capable  of  easy  settlement. 
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Rights.— 

In  the  matter  of  "  Rights  "  there  is,  perhaps,  more  excuse  for 
the  complications  that  arise,  in  that  rights  are  so  frequently 
attached,  not  to  the  individual  Shares,  but  to  parcels  of  Shares; 
consequently,  if  a  person  sells  a  number  of  Shares  forming  only 
part  of  a  parrel  to  which  a  right  attaches,  he  sells  part  of  the 
right,  and  fractions  of  rights  are  thus  created,  which  the  issuing 
company  may  decline  to  recognise.  Such  fractions  must  then 
float  about  the  market  until  the  integral  right  is  again  formed. 

At  the  time  of  writing,  we  see  that  the  dividend  of  an  indus- 
trial company  is  announced  as  "6s.  per  Share,  and  one  new 
Share  at  par,  for  every  forty  old."  Such  Shares  of  this  company 
as  ha\e  been  dealt  in  "  cum  dividend  "  will  carry  with  them 
and  entitle  the  buyer  to  the  dividend  of  6s.  per  Share,  and  every 
forty  Shares  will  give  him  the  "  right "  to  one  new  Share.  If, 
therefore,  the  buyer  has  bought  twenty  Shares,  he  is  entitled  to 
1 20s.  dividend  and  the  "  right  "  to  half  a  new  Share  at  par  ;  and 
to  make  the  half-right  of  practical  value  he  must  either  buy  a 
further  half-right,  or  sell  the  half  he  has  thus  acquired. 

Options.— 

Option  dealing — i.e.,  dealing  in  the  Put  and  Call — consists  of 
buying  (or  selling)  the  option  of  buying  or  selling,  at  a  specified 
future  time,  at  a  certain  price.  The  cost  of  the  Option  is 
introduced  into  the  books  of  account  when  it  is  acquired  or 
granted,  and  becomes  payable  on  the  Account  Day  next  follow- 
ing. If  the  Option  is  not  exercised,  the  matter  ends  there  ;  but 
in  the  other  event  it  becomes,  when  exercised,  an  ordinary  deal 
with  a  pre-arranged  price. 
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Put  and  Call.— 

The  two  classes  of  Options  are  the  "  Put "  and  the  "  Call." 
The  "  Put "  is  the  right  to  sell,  and  the  ''■  Call ''  the  right  to  buy. 
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A  person  buying  an  Option  is  said  to  "  Give  for  the  Put,"  or 
"  Give  for  the  CaU,"  or  "  Give  for  the  Put  and  Call,"  as  the 
case  may  be.  That  is,  he  gives  a  certain  amount  for  the  option 
of  dealing,  if  he  wishes  to,  in  so  many  Shares  at  a  certain  price 
within  a  certain  time.  A  person  selling  an  Option  is  said  to 
«  Take  for  the  Put,"  or  "  Take  for  the  Call,"  or  "  Take  for  the 
Put  and  Call" — ^that  is,  he  takes  a  certain  amount  for  the 
privilege  he  has  granted. 

Qiver  and  Taker.— 

The  expressions  "  Giver "  (denoting  a  buyer)  and  "  Taker " 
(denoting  a  seller  of  an  Option)  are  at  first  somewhat  confusing, 
but  the  meaning  attached  to  the  words  by  Stock  Exchange 
people  must  be  borne  in  mind  when  dealing  with  the  transac- 
tion in  accounts,  or  confusion  will  arise.  The  same  use  of  the 
words  is  found  in  borrowing  or  lending  money  on  Stock,  a 
"  Giver  "  on  Stock  meaning  a  person  who  seeks  to  borrow  money 
on  Securities ;  or,  to  put  it  in  another  way,  one  who  is  willing 
to  give  interest  for  the  accommodation.  On  the  other  hand,  a 
lender  of  money  on  Securities  is  a  "  Taker-in,"  because  he  takes 
the  Stock  into  his  keeping  as  security  for  the  advance. 

The  payment  of  the  interest  on  money  borrowed  on  Securities 
is  made  each  Account  Day,  the  loan  being  renewed,  or  other- 
wise, and  the  rate  of  interest  fixed,  every  Contango  Day. 

Arbitrage.— 

Arbitrage  dealing  consists  of  operating  simultaneously  (or  as 
neariy  so  as  passible)  in  the  same  Stock  in  different  places, 
generally  in  London  and  a  Foreign  Market,  buying  in  the  one 
place  and  selling  in  the  other,  when  the  difference  in  the  market 
prices  between  the  two  places  admits  of  a  profit,  after  taking 
into  account  the  rates  of  exchange  ruling  and  the  expenses 
(telegrams,  commission,  &c.)  incident  to  the  deal. 
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Arbitrage  Accounts  occasion  considerable  difficulty  at  times 
in  the  matter  of  bookkeeping,  owing  to  imperfect  apprehension 
by  the  bookkeeper  of  the  somewhat  complex  arrangements 
undeir  which  the  dealing  is  carried  on.  The  point  which  is 
sometimes  missed  is  the  dual  position  of  the  Stockbroker,  who 
may  be  a  "sole"  dealer  as  far  as  the  buving  or  selling  in 
London  is  concerned,  while,  as  regards  the  buying  or  selling  in 
another  market,  he  may  be  dealing  in  partnership  with 
another.  In  such  a  case,  he  should  be  treated  as  a  client  in  his 
own  books,  and  a  separate  Personal  Account  raised  with  him,  or 
with  him  and  his  partner,  for  Arbitrage  transactions. 

A  simple  illiistration  will  suffice:  A  Broker  (X.)  buys  100 
Randfontein  in  London  and  sells  them  in  Berlin.  He  has  a 
Broker  (Y.)  in  the  latter  place,  with  whom  he  is  sharing  the  net 
profits  on  all  deals  between  the  two  places.  To  prevent  comr 
plication,  the  facts  must  be  set  out  in  the  books  of  X.  as 
follows :  — 

X.  buys  100  Randfonlein  and  sells  them  to  X.  Y.,  thus  keep- 
ing an  even  book. 

X.  Y.  are  clients  who  have  bought  100  Randfontein,  and  are 
Bulls  of  the  Shares. 

What  X.  Y.  do  in  Berlin  has  nothing  whatever  to  do  with 
X.'s  books  of  accounts  until  fresh  instructions  are  given  to  X. 
to  carry  over,  take  a  Name,  or  close  the  Shares. 

The  difficulties  arise  when  X.  introduces  into  his  books  of 
account  the  partnership  transactions  of  X.  Y.,  and  the  only  way 
to  ensure  simplicity  is  to  first  apprehend  the  actual  facts  and 
enter  them  on  the  lines  suggested  above. 

As  a  matter  of  actual  practice,  it  is  generally  the  case  that  X. 

wishes  to  have  the  X.  Y.  transactions  recorded  in  his  books,  but 

care    should    be   taken    to   open    an   entirely    separate    set   of 

accoants,  preferably  in  a  separate  Ledger. 

c  2 
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Settlement  Department  (or  Clearing  House).— 

The  Settlement  Department  is  the  Clearing  House  of  the 
Stock  Exchange,  and  exists  for  the  purpose  of  saving  time  in 
the  passing  of  Names.  It  is  conductea,  Lroadly  si>eaking,  on 
the  same  principles  as  the  Bankers'  Clearing  House.  Mem- 
bership of  the  Settlement  Department  is  optional,  and  only 
subscribers'  Names  (Tickets)  can  be  passed  through  it.  All 
Stocks  and  Shares  are  not  handled  by  the  department,  but 
only  those  in  which  the  transactions  are  very  numerous.  These 
are  known  as  Clearing  Stocks,  and  appear  in  the  Official  List 
of  making-up  prices  in  large  tyi3e. 

A  subscriber  sends  in  to  the  Clearing  House  on  Contango 
Day  a  summary  of  his  dealings  in  each  Clearing  Stock.  The 
Clearing  House  then  takes  all  the  lists  recei\ed  from  members, 
and,  by  a  process  of  cancellation,  marking  off  all  bargains  that 
axe  "contras"  and  settle  automatically  (thus  eliminating  all 
the  middle  men  who  are  *'even"  in  the  Stock),  brings  the 
original  sellers  and  ultimate  buyers  into  direct  contact.  The 
seller  is  then  supplied  with  a  Ticket  gi\'ing  the  name  of  the 
party  to  whom  he  must  make  delivery.  For  the  purposes  of 
the  Clearing,  the  first  day's  making-up  price  of  the  Stock  is 
adopted— that  is,  the  Official  Price  on  the  first  Contango  Day 
—and  the  members  transfer  all  their  bargains  in  the  Ledgers 
to  a  Clearing  House  Account  at  that  price,  the  differences 
remaining  being  paid  or  received  on  Account  Day. 

The  following  is  a  specimen  of  the  forms  alluded  to,  that 
have  to  be  filled  up  by  members  of  the  Settlement 
Department :  — 
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CHAPTER   IV. 


BOOKS    KEPT    BY    A    JOBBER. 


In  Stockbrokers'  bookkeeping  several  varieties  of  systems 
exist,  but  there  are  many  points  that  will  be  found  to  be 
common  to  each  set  of  books.  It  will  be  our  endeavour  in 
this  chapter  to  set  before  the  reader  a  list,  eclectically  com- 
piled, of  the  books  necessary  to  form  a  complete  set  of 
Jobbers'  Accounts ;  and,  in  the  chapter  following,  those  neces- 
sary for  a  Broker.  An  attempt  at  an  ideal  set  of  books  from 
an  accountant's  point  of  view  wnll  not  be  made  so  much  as  a 
set  that  would  prove  acceptable  to  St(x:kbrokers,  because  allow- 
ance must  be  made  for  the  limitations,  both  as  regards  time 
and  expert  know^ledge  of  accounts,  under  which  the  book- 
keeping has  to  be  performed. 


Jobbing  Book.— 

The  first  book  to  be  noticed  is  the  Jobbing  Book.  This  is 
a  pocket-book,  in  which  the  bargains  are  entered  as  they  are 
made,  the  purchases  and  other  credits  to  members  being 
entered  on  the  left-hand  side,  and  the  sales  and  other  debits  to 
members  on  the  right-hand  side  of  the  double  page.  It  will 
sometimes  be  found  that  both  Purchases  and  Sales  are  entered 
on  the  same  side,  the  former  being  marked  with  a  -1-  sign,  and 
the  latter  by  a  —  sign  ;  this  practice,  however,  is  gradually 
becoming  obsolete.     The  "other"  debits  and  credits  referred 
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to  in  the  last  paragraph  are  entries  recording  special  arrange- 
ments made  in  the  "House"  between  dealers — e.g.,  for 
dividing  profits  or  settling  disputes  in  the  price  of  bargains. 
"  Continuation "  bargains  are   not  entered   in   this  b<:x>k. 

Jobbing  Books  are  generally  ruled  as  follows,  lx)th  sides  of 
the  page  Ijeing  alike:  — 


Security  dealt  in       Quantity        Member's  Name 


Price 


£    s    d 


Remarks 


Checking:  Book.— 

From  the  Jobbing  Book  the  bargains  are  copieti  into  a 
Checking  Book,  and  checked  by  the  various  members'  clerks 
on  the  morning  of  the  day  following  the  deal.  The  Checking 
Book  is  about  twice  the  length  of,  but 'in  other  respects  similar 
to,  the  Jobbing  Book,  the  Remarks  column,  however,  being 
used  for  the  initials  of  the  clerk  by  whom  the  bargain  is 
checked.     The  ruling  is  therefore  as  follows:  — 


Security  dealt  in      '  (Quantity        Member's  Name  Price 


(  becked  by 


£    s    d 


From  the  Checking  Book  the  lx>i>ks  of  account  are  written 
up,  the  bargains  being  jxjsted  {a)  to  the  members'  account  in 
the  Jobbers'  Ledger,  and  {b}  to  an  Imj^ersonal  Account  of  the 
Securit)'  dealt  in.    The  fact  of  posting  is  indicated  by  a  "  tick," 


or  a  "  line  through,"  and  the  double  posting  by  a  "  cross  tick," 
or  "double  line  through." 

References. — 

References  in  Stockbrokers'  books  are  rare,  and  the  omission 
thereof  is  not  atoned  for  by  increased  information  in  the  word- 
ing of  the  entry.  Suggestions  from  accountants  on  these  points 
will  probably  prove  futile. 

Calculations.— 

The  calculation  for  working  out  the  bargain  is  made  at  the 
time  of  posting  to  the  Jobbers'  Ledgers  and  again  when  post- 
ing to  the  Impersonal  Stock  Account,  the  accuracy  of  the 
calculations  and  of  the  postings  being  checked  by  the  subse- 
quent calling  over  between  the  Jobbers'  Ledgers  and  the  Stock 
Accounts.  ' 

Jobbers*  Ledger.— 

The  Jobbers'  Ledger  is  a  small  ix>r table  book,  containing 
the  accounts  with  members  of  the  Stock  Exchange.  It  is 
intended  for  use  during  one  settlement  only.  It  is  neither 
folioed  nor  separately  indexed,  but  is  made  on  the  "  indexed 
through"  system,  a  certain  number  of  pages  being  allotted  to 
each  letter  of  the  alphabet.  The  business  done  does  not 
generally  admit  of  all  members'  accounts  being  in  one  book, 
and  the  alphabet  is  therefore  di\'ided,  and  sectional  books 
adopted.  A  separate  Quantit)-  column  is  provided  to  show  the 
quantity  of  each  Security  dealt  in;  the  other  columns  being 
Date,  Particulars,  Price,  Amount,  as  indicated  in  the 
follownng  ruling :  — 


3^ 


STOCKBROKERS     ACCOUNTS. 


!    i'l 


en 
o 

Q 
In 

m 

m 
m 
o 


in 
u 

o 

u 


u 
o 

en 


Z 


Q 


c 

3 
C 

E 

< 


VI 


O 

o 


(0 
V 

c 
2 


0} 

rt 

C 


1 1 

•o 

0 

K 

E 

< 

Vrt 

I    1 

£ 

J8 


c/) 


en 

6 

en 

6 

'o 
u 


3 


o 
o 


en 

C 

B 

3 

o 
u 

en 

u 

c 

o 
c 

nJ 

a; 


STOCKBROKERS     ACCOUNTS. 


35 


Stock  Accounts. 


The  Stock  Ledger  (otherwise  known  as  "  Share  Journal," 
"Journal,"  ox  "Share  Account")  is  a  book  containing  the 
Impersonal  Stock  Accounts.  Similarly  to  the  Jobbers'  Ledgers, 
a  new  book  is  used  for  each  settlement.  Each  Stock  dealt  in 
has  an  account  in  this  book,  which  is  posted  up  from  the 
Checking  Book,  the  Stock  purchased  being  posted  on  the  debit, 
aiid  the  Stock  sold  on  the  cre^Jit  side,  the  ruling  of  both  sides 
being  as  follows  :  — 


Date 


No.  of 

Shares 

dealt   in 


Na  •  e 


Price 


Amount 


£    s    d  iC      s    d 


Before  balancing  the  Cash  columns  of  this  book  the 
Quantity  columns  must  first  be  agree<l. 

The  balance  existing  between  the  debit  and  credit  Quantity 
columns  will  show  how  the  Jobber  stands  in  each  Stock,  a 
debit  balance  indicating  a  Bull  and  a  credit  balance  a  Bear 
position. 

Special  Se  tlement  Books  — 

Bargains  done  for  Special  Settlement,  or  Forward  Bargains, 
are  not  written  up  in  the  Ledgers  current  at  the  time  of  the 
deal,  but  are  entered  into  a  Special  Settlement  (Stock)  Ledger 
pending  the  arrival  di.  the  Special  Settlement,  at  which  time 
the  account  is  treate<l  as  an  ordinary  Stock  Account,  the 
bargains  being  then  introduced  into  the  Personal  Accounts  in 
the  Jobbers'  Ledgers. 
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Option  Book.— 

The  Option  Book  is  a  memorandum  book,  in  which  the 
Options  bought  or  sold  are  entered  until  such  time  as  they 
either  expire  or  are  declared  (i.e.,  are  exercised).  If  they  are 
not  declared,  the  entries  are  cancelled,  and  there  the  matter 
ends ;  if  they  are  declared,  they  are  entered  in  the  Stock 
Ledger,  and  treated  as  current  bargains. 

Bull  and  Bear.— 

It  is  not  to  the  Stock  Ledger  (see  p.  33)  that  the  Jobber 
looks  for  information  as  to  his  "  Bull  and  Bear "  position  so 
much  as  to  a  rough  Stock  Book  he  carries  with  him  in  the. 
market,  and  which  he  adjusts  as  opportunity  offers  in  accord- 
ance with  his  deals.  This  book  he  calls  his  "  Bull  and  Bear," 
and  prior  to  the  settlement  of  each  "  account,"  the  Stock 
Ledger  and  the  Bull  and  Bear  are  compared,  and  if  differences 
exist  they  are  brought  into  agreement.  The  "  Bull  and  Bear  " 
Book  is  an  indexed-through  boolc,  but  of  no  particular  ruling, 
the  page  being  merely  divided  by  a  vertical  line.  The  name 
of  the  Stock  is  placed  at  the  top  of  the  page,  the  quantity  of 
Shares  purchased  entered  underneath  on  the  left,  and  the 
quantit}-  sold  on  the  right  hand  side.  No  particulars  are 
entered  except  the  quantities  dealt  in,  so  beyond  the  name  of 
the  Stock  all  the  entries  are  figures  only. 


During  the  course  of  the  account,  therefore,  the  books  in 
use  by  the  bookkeeper  are  the  following :  — 

(i)  Checking  Book,  from  which  the  bargains  are  posted 
to  the  Jobbers'  Ledgers  and  the  Stock  Ledger. 

(2)  Jobbers'  Ledgers,  posted  from  Checking  Book. 

(3)  Stock  Ledgers,  posted  from  Checking  Book. 
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The  List. 


On  the  eve  of  Contango  Day  another  book  comes  into 
existence,  known  as  The  List,  or  The  List  Book.  This  book 
contains  under  the  heading  of  each  Stock  a  summary  of  the 
transactions  in  that  Stock  during  the  account.  In  form  and 
ruling  it  is  generally  similar  to  the  Bull  and  Bear  referred  to 
above.  It  is  a  peculiar,  hybrid  kind  of  book,  being  partly 
"  memorandum  "  and  partly  of  the  nature  of  a  Journal.  The 
memorandum  portion  is  written  up  first  from  the  Jobbers' 
Ledgers,  and  shows  the  total  number  (or  balance,  if  deals  have 
been  done  both  ways)  of  Shares  dealt  in,  with  each  person  dealt 
with,  in  each  Stock,  the  purchases  of  Stock  being  entered  on 
the  left,  and  the  Sales  of  Stock  being  entered  on  the  right  hand 
side  of  the  page.  The  Jobber  can  thus  see  what  has  been  the 
result  of  his  deals  (as  regards  quantities,  not  profit  and  loss)  in 
each  Stock,  and  also  the  allocation  of  that  result.  He  may 
find,  for  instance,  that  he  has  sold  on  balance  1,000  Chartered, 
as  in  the  following  illustration:  — 

CHARTERED. 


Jones 
Brown 
Smith 
Davis 


Box 

Bear  Sale 


20 
250 
650 

80 


1,000 


700 
300 


2.000 


Robinson 

Myers 

Daniel 

Roper 

Watts 

Edwards 


50 
303 
700 

^03 
3CO 


2,000 


The  Jobber  then  draws  a  horizontal  line  across  the  page; 
on  the  morning  of  Contango  Day  he  goes  into  the  House  with 
his  "  List,"  showing  him  what  he  has  to  arrange  in  each  Stock. 
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In  the  present  case,  in  Chartereds  he  has  bought  i,ooo  and 
has  700  in  his  own  name  (in  Box),  but  has  sold  2,000,  and  has 
therefore  made  himself  a  Bear  of  300. 

He  finds  that  Myers  and  Watts  want  to  carry  over  the  Stock, 
and  he  does  the  Contango  with  them ;  and,  on  the  other  hand, 
with  BrowTi  and  Smith,  making  the  following  entries  in  the 
lower  part  of  the  page:  — 


500  Myers  (9  per  cent.)  c/o 
400  Watts  (9  per  cent )  c/o 


250  Brown  (8  per  cent.)  c/o 
650  Smith  (8^  per  cent.)  c/o 


The  percentages  in  brackets  being  the  rate  of  interest,  he 
agrees  to  pay  Brown  and  Smith  and  to  charge  Myers  and 
Watts. 

The  abox'e  four  entries  are  ix>w  regarded  as  Journal  entries, 
and  are  posted  (a)  to  the  Personal  Accounts  in  the  Jobbers' 
Ledgers,  and  (b)  to  the  Stock  Ledger,  both  at  the  making-up 
price  of  the  day — e.g.,  Myers  would  be  credited  and  Char- 
tereds debited  with  500  at  (say)  sH  (the  making-up  price); 
while,  on  the  other  hand,  Brown  would  be  debited  and  Char- 
tereds credited  with  250  at  S/i-  The  interest  would  not  be 
dealt  with  in  the  Ledgers  until  the  next  settlement. 

On  the  next  day  the  passing  of  Names  would  be  effected. 
He  would  receive  1,100 — 50  from  Robinson,  700  from  Daniel, 
50  from  Roper,  and  300  from  Edwards;  and  would  have  to 
pass  on  100—20  to  Jones,  and  80  to  Davis;  700  he  would 
keep  for  delivering  his  own  Shares  on,  300  he  wx>uld  keep, 
ha\'ing  nowhere  to  pass  it  00  to;  the  300  would  be  called  a 
"name  over." 

The  quantities  bought  and  sold  not  tallying  individually, 
some  of  the  names  would  have  to  be  "  split,"  as  will  be  seen 
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below.  Each  name  would  be  put  through  at  the  price  of  the 
Ticket.  In  the  following  illustration  it  will  be  noticed  that 
Robinson's  name  is  "  split,"  and  that  Daniel  passed  two 
names :  — 


50  Robinson 

3 

Jones 

20 

II               •  • 

3 

Davis 

30 

300  Daniel 

2| 

Box 

300 

400       ,, 

..            2M 

»»              •  • 

400 

300  Edwards 

2^ 

N.O. 

300 

50  Roper  . . 

3 

Davis 

50 

The  above  would  constitute  further  Journal  entries,  though 
not  exactly  similar  to  the  Contango  entries,  in  that  each  of  the 
four  Contango  entries  was  posted  twice,  while  each  of  the  Ticket 
entries  is  only  posted  once,  the  postings  being  as  follows :  — 


Credit  Robinson 
Debit  Jones 
,,       Davis 
Credit  Daniel 
Debit  Tickets  Receivable 
Credit  Daniel 
Debit  Tickets  Receivable 
Credit  Edwards 
Debit  Tickets  Receivable 
Credit  Roper 
Debit  Davis 


50  Chartereds  at  3 
20 

30 
300 


It 

>i 
•f 


300 
400 
400 
300 
300 
50 
50 


M 

»» 

t» 

>* 
!• 
II 
II 


i>  3 

..  3 

..  2S 

..  2I 

M  2i| 
..  2{l 

.>  3 
..  3 
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Ticket  Account.— 

We  now  come  to  the  Ticket  Account,  which  is  kept  in  various 
ways  by  different  Jobbers.  We  are  of  opinion  that  the  simplest 
plan  is  to  have  two  accounts,  one  for  "  Tickets  Receivable  "  in 
cases  where  the  delivery  of  Stock  is  made  by  the  Jobber,  the 
other  for  "Tickets  Payable,"   in  cases  where  the  delivery  of 
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Stock  is  made  to  the  Jobber.  Separate  books  are  frequently 
used  for  these  accounts,  though  they  can  be  kept  in  an  ordinary 
Jobbers'  Ledger  or  Stock  Ledger  quite  conveniently.  The 
important  point  is  to  keep  the  accounts  so  distinctly  that  the 
chief  particulars  of  each  Ticket  can  be  obtained  from  the 
account  itself  without  reference  to  other  books. 

Tickets  Receivable  Account.— 

In  the  present  case  we  ha\e  three  entries  to  make,  and  each 
entry  should  supply  the  following  particulars:  — 

Name  of  Security. 

Number  of  Shares. 

Price  of  Ticket. 

From  whom  received. 

By  whom  issued  (/.?.,  who  pays  for  the  Stock). 

It  is  advisable,  for  reasons  that  will  appear  presently,  to  leave 
a  little  space  between  each  entry. 

Assuming  that  the  account  is  kept  in  a  Stock  Ledger,  the 
entiies  should  be  made  as  follows :  — 
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The  third  entry,  it  will  be  observed,  remains  unsettled,  the 
Stock  not  having  been  delivered.  As  the  Jobber  was  short  of 
this  Stock,  he  is  liable  after  the  ten  days'  grace  have  expired 
to  have  it  "  bought  in  "  against  him  by  Radford  &  Davis.  This 
he  will  endeavour  to  avoid,  and  will  either  ask  Radford  &  Davis 
to  wait  a  few  days,  or  he  will  borrow  the  Stock,  or  buy  it  "  for 
cash  "  (i.e.,  for  immediate  delivery),  being  guided  in  his  action 
by  the  state  of  the  market.  Until  the  matter  is  disposed  of  it 
will  remain  on  the  books  as  a  debit  balance. 

Exception  may  be  taken  to  this  appearing  as  a  debit  balance, 
when  in  reality  a  liability  attaches  to  the  "  name  over."  The 
reply  to  this  objection  is  that  the  apparent  asset  created  is  in 
effect  cancelled  by  the  credit  balance  of  the  same  amount  on 
the  Stock  Account,  indicating  the  Bear  position.  It  is  impos- 
sible to  ascertain  the  exact  profit  or  loss  on  the  transaction  until 
the  deal  is  closed.  In  the  meantime  the  books  state  the  facts — 
viz.,  that  300  Chartereds  have  to  be  delivered  to  Radford  & 
Davis,  who  will  pay  for  them  at  2^^  ;  also  that  a  sale  of  300 
Chartereds  has  been  effected  at  a  certain  price,  which  Shares 
have  yet  to  be  purchased. 

Let  us  suppose  the  Jobber  borrows  the  300  Shares  from 
Gibson  &  Ashford.  This  would  be  termed  a  late  Contango, 
and  treated  as  such,  the  entries  being  as  follows :  — 

Chartered  Account  Dr. 

To  Gibson  &  Ashford. 
300  Shares  at  3^  (making-up  price). 

He  would  then  pass  on  the  ticket  to  Gibson  &  Ashford,  and 
make  the  following  entry  in  his  books :  — 

Gibson  &  Ashford  Dr. 

To  Tickets  Receivable. 
300  Chartereds  (Radford  &  Davis)  at  2^g. 

He  would  thus  close  off  his  Ticket  Account,  Stock  Account, 
and  Gibson  &  Ashford's  account,   subject  to  a  difference  of 
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;£2o6  5s.  od.  on  the  last-named  account,  which  would  be  settled 
by  cheque. 

If  the  Jobber  bought  the  Shares  "  for  cash,"  similar  entries 
would  be  made. 

With  regard  to  Contango  entries,  it  must  be  remembered 
that  those  made  to  close  accounts  must  be  reversed  to  open  the 
new  accounts — that  is,  the  accounts  for  the  next  settlement — 
and  that  with  such  oj^ning  entries  those  for  the  Contango 
interest  are  made  at  the  same  time. 

Before  parting  from  these  illustrations,  we  may  indicate 
alternative  arrangements  that  the  Jobber  might  make  to  those 
given  on  page  36. 

As  Myers  and  Watts  wish  to  carry  over  their  Shares,  and 
Edwards  requires  delivery  of  his,  the  Jobber  (being  a  Bear  of 
300)  would  probably  arrange  to  carry  over  300  of  Myers'  Shares 
himself,  allowing  Smith  to  deliver  300  of  his  parcel  in 
satisfaction  of  Edwards'  purchase. 

In  the  event  of  such  arrangement  the  Contango  entries  would 
be  as  follows  :  — 


500  Myers  {9  per  cent.)  c/o 
400  Watts  (9  per  cent.)  c/o 


250  Brown  (8  per  cent.)  c/o 
350  Smith  (8 J  per  cent.)  c/o 
300  Stock  Account  c/o 


Edwards'  Ticket  for  300  would  then  be  passed  on  to  Smith, 
the  liability  of  the  Shares  being  "  bought  in  "  would  be  obviated, 
the  Jobber  would  earn  9  per  cent,  for  (say)  14  days  on  ^^1,275, 
the  capital  value  of  the  Shares  at  3^4,  and  would  commence 
the  new  account  as  a  Bear  of  300. 
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Tickets  Payable  Account.— 

It  will  be  convenient  at  this  point  to  examine  the  working  of 
the  Tickets  Payable  Account,  for  which  purpose  we  will  assume 
the  following  entries  in  the  "List":  — 

CHARTERED. 


100  Box 
60    ,, 
200    „ 


3 
3 
3 


Hyam  &  Co. 
Jones  &  Brown 
Johnson  Bros. 


100 

60 

200 


From  the  above  it  will  be  gathered  that  the  Jobber  is  "  taking 
up  "  360  shares  (taking  them  ofiF  the  market  and  putting  them 
into  his  box).  For  this  purpose  he  issues  "  his  own  name  " — ^that 
is,  one  of  his  Official  Tickets  with  his  own  name  as  Transferee 
in  the  body  of  the  same.  The  Tickets  are  issued,  it  will  be 
observed,  at  3,  from  which  it  may  be  inferred  that  3  is  the 
lowest  price  at  which  the  Stock  has  been  quoted  in  the  Official 
List  during  the  account.  The  lowest  price  is  selected  to 
minimise  the  cost  of  the  transfer  stamp,  which  is  an  ad  valorem 
duty. 

The  above  entries  would  be  debited  to  Hyam  &  Co.,  Jones 
&  Brown,  and  Johnson  Bros.,  respectively,  and  credited  to 
Tickets  Payable  Account,  the  last-named  account  being  kept  in 
such  form  as  to  show  the  following  particulars:  — 

The  number  (consecutive)  of  Ticket. 

The  name  of  the  person  to  whom  the  Ticket  was  passed. 

The  number  of  Shares  taken  up. 

The  price  of  the  Shares. 

In  actual  practice  the  credit  side  of  the  account  is  written 
up  from  the  counterfoils  of  the  Ticket  Book,  this  being  more 
cxxnvenient  than  posting  from  the  List.    A  space  should  be  left 
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between  each  entry,  as  the  Tickets  issued  may  be  split  in  pass- 
ing before  they  reach  the  actual  deliverers  of  the  Stock,  in  con- 
sequence of  which  several  cheques  may  have  to  be  posted  to  the 
debit  of  each  entry. 

When  writing  up  tlie  credit  side  of  the  accoimt,  it  is  neces- 
sary to  enter  the  transfer  stamp  which  is  entailed  by  the  con- 
sideration money.  In  the  present  case  the  stamps  should, 
strictly  speaking,  be  debited  to  the  Stock  Account  as  being 
part  of  the  cost  of  acquiring  the  Shares.  It  will  be  found,  how- 
ever, that  the  more  usual  practice  is  to  debit  them  to  Stamps, 
or  some  other  account,  and  ultimately  to  write  them  off  to 
Profit  and  Loss. 

The  following  illustration  shows  how  the  Tickets  Payable 
Account  should  be  opened:  — 
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It  will  be  observed  from  the  above  illustration  that  the  100 
Shares,  for  which  a  Ticket  (number  4,735)  was  passed  to  Hyam 
&  Co.,  were  delivered  by  them  on  one  transfer,  also  that  the 
same  firm  delivered  50  out  of  the  200,  for  which  Ticket  No. 
4,737  was  issued.     These  two  lots  of  Shares  may  have  come 
from  differerift  transferors,  or  from  the  same,  but  in  either  case 
separate  transfers  would  be  passed,  as  the  delivery  had  to  be 
made  on  separate  Tickets.     In  the  case  of  Ticket  4,736  the 
Shares  came  m  on  two  transfers,  the  Ticket  was  therefore  split, 
though  in  the  aggregate  the  exact  amount  of  the  original  Ticket 
and  stamp  was  paid  for.     In  the  third  case.  Ticket  4j737»  the 
Ticket  was  split  four  times,  and  the  Jobber  had  to  pay  in  the 
aggregate  2s.  6d.  more  than  he  would  have  done  had  the  Shares 
come  in  on  one  transfer.    This  2s.  6d.,  it  will  be  seen,  arose  in 
the  increased    stamp    duty    incurred    in    splitting    the  Ticket, 
thus :  — 

I 

The  stamp  on    £^  is  ..         ••        o 

..       ,.    /225  ..  ..         ..         I 

M       ..      illi ° 


s 

7 
2 

7 
o  15 


i^o  „ 


o  10 


d 
6 
6 
6 
o 
o 


;^3     2     6 

300 
026 

which  is  credited  to  Ticket  Account  and  debited  to  Splits  Account. 


;^6O0 

Whereas  the  stamp  on  ;^6oo  is  only.. 
Making  a  difference  of  .. 


Splits.— 

We  see  in  the  Tickets  Payable  Account  an  illustration  of  the 
increased  cost  to  the  purchaser  of  Stock  arising  through  the 
splitting  of  Tickets.  If  the  360  Shares  had  been  deUvered  in 
three  transfers  in  accordance  with  the  three  Tickets  issued,  the 
Jobber  would  have  had  to  pay  7s.  6d.  by  way  of  registration 
fees  on  his  registering  the  transfers  at  the  Company's  Office. 
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As,  however,  the  Shares  have  been  delivered  in  eight  transfers, 
the  registration  fees  will  amount  to  jQi.  The  increase  of 
I2S.  6d.  is  recoverable  from  those  who  split  the  Tickets, 
2s.  6d.  on  each  split. 

From  the  face  of  the  Ticket  Account  it  is  impossible  to 
ascertain  the  idenitity  of  the  persons  who  are  liable  for  the 
repav-ment  of  the  fees.  The  Tickets  are  therefore  filed  away 
as  they  are  paid,  the  Split  Tickets  being  subsequently  picked 
out  and  returned  to  those  who  split  them,  with  a  memorandum 
of  claim  for  splits  and  loss  of  stamp,  if  any.  An  entry  is  then 
made  to  the  debit  of  the  Stockbroker's  Personal  Account  in 
the  "  Jobbers'  Ledger  "  and  to  the  credit  of  Splits  Account 

Split  Book.— 

If  a  Journal  is  kept,  the  entry  will  be  made  through  that 
book  in  the  usual  way ;  but  in  the  majority  of  cases  a  "  Split 
Book  "  is  kept,  the  amounts  payable  being  entered  on  the  debit, 
and  the  amounts  receivable  on  the  credit  side,  and  posted 
from  there  to  the  various  Personal  Accounts  in  the  Jobbers* 
Ledgers,  the  balance  of  the  account  being  posted  to  the  Fee 
Account. 

The  following  ruling  would  prove  suitable:  — 
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Journal.— 

In  Stock  Exchange  circles  the  word  "Journal"  is  generally 
used  to  denote  what  we  have  called  "  Stock  Ledger  "  in  these 
pages,  and  the  keeping  of  a  Journal  proper,  or  the  book  known 
to  accountants  by  that  name,  is  not  very  general,  particularly 
in  Jobbers'  offices;  in  Brokers'  offices  it  is  becoming  more 
general  as  its  value  is  increasingly  recognised.  In  cases  where 
a  Journal  is  not  kept,  the  practice  that  obtains  is  that  of  enter- 
ing splits  and  small  adjustments  direct  into  the  Ledgers,  those 
books  being  subsequently  gone  through  for  the  purpose  of 
posting  such  items  to  the  Impersonal  Accounts  affected. 

Dividend  Book.— 

In  order  to  obviate  the  difficulties  so  frequently  met  with  in 
Jot»bers'  Dividend  Accounts,  it  is  advisable  to  keep  a  separate 
book  for  dividends,  having  separate  accounts  for  each  Stock. 
No  particular  ruling  is  required,  and  an  ordinary  Stock  Ledger 
will  suffice. 

A  new  account  should  be  started  for  each  dividend,  and  the 
head  line  of  such  account  should  contain  the  following 
particulars :  — 

(a)  Name  of  Security. 

(b)  Date  when  Dividend  was  declared. 
{c)  Date  when  Dividend  is  payable. 
(d)  Date  when  dealt  in  ex  div. 

{e)  Rate  of  Dividend. 

With  these  particulars  clearly  set  out,  it  is  easy  to  see,  on 
reference  to  the  Stock  Account  in  the  Stock  Ledger,  what 
persons  are  liable  for  the  dividend,  and  those  to  whom  the 
dividend  is  payable ;  all  deals  effected  prior  to  the  Stock  being 
officially  declared  as  ex  div.  being  subject  to  dividend.  The 
account  is  then  written  up,  and  the  separate  items  posted  to  the 
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debit  or  credit  of  the  Stockbroker's  Personal  Accounts  in  the 
Jobbers'  Ledger. 

It  must  be  borne  in  mind  that,  whatever  the  date  of  the 
bargain  may  be,  the  Dividend  Account  is  not  opened  until  the 
account  {i.e.,  Settlement)  immediately  following  the  date  on 
which  the  dividend  becomes  payable;  in  other  words,  dividends 
cannot  be  claimed  until  the>'  have  been  paid  by  the  company 
declaring  them. 

Dividends  are  treated  in  the  books  at  the  net  figure — i.e., 
less  income  tax. 

If  the  dealing  in  the  Shares  cum.  div.  has  been  equal,  there 
should  be  no  balance  on  the  account,  but  if  the  Jobber  bought 
more  Shares  than  he  sold  there  would  be  a  credit  balance ;  on 
the  other  hand,  if  he  sold  more  than  he  bought,  there  would  be 
a  debit  balance.  The  balance  should  be  transferred,  not  direct 
to  Profit  and  Loss  Account,  but  to  the  Stock  Account  of  that 
Security. 

Rights.— 

Rights  may  be  treated  on  the  same  lines  as  dividends,  and 
kept  in  the  Dividend  Book. 

Call  Book.— 

It  is  likewise  advisable  to  keep  a  separate  book  for  Calls, 
having  a  separate  account  for  each  Stock.  The  following 
particulars  should  be  shown  at  the  head  of  each  account:  — 

(i)  Date  when  Call  was  made. 

(2)  Date  when  Call  is  payable. 

(3)  Date  when  dealt  in  "  Call  paid." 

(4)  How  much  will  be  paid  up  on  each  Share  after  pay- 

ment of  Call. 
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This  account  will  be  found  to  be  less  in\x)lved  than  Dividend 
Account,  and  is  practically  a  medium  for  debiting  and  crediting 
Calls  that  a  transferee  finds  have  not  been  paid  on  the  Shares 
he  wishes  to  register  in  his  own  name,  although  he  purchased 
them  "  Call  paid."  It  occasionally  happens  that  a  Jobber 
makes  a  mistake  in  dealing,  and  buys  Shares  (say)  5s.  paid, 
and  sells  them  7s.  6d.  paid.  In  such  a  case  the  Call  would  be 
payable  by  himself,  and  the  Call  Account  would  show  a  debit 
balance,  which  would  be  transferred  to  the  Stock  Account. 

When  a  Jobber  has  Shares  in  his  Box  on  which  he  pays  a 
Call,  it  is  better,  for  purposes  of  reference,  to  post  the  cash  in 
the  first  place  to  the  Call  Account,  and  then  transfer  it  to  the 
Stock  Account. 

Contango  Book.— 

The  Cootango  Book  is  one  that  is  frequently  met  with  in 
Stockbrokers'  offices,  although,  as  a  matter  of  bookkeeping, 
there  is  no  necessity  for  it.  We  have  already  seen  how  the 
Contangos  are  introduced  into  the  Stock  Account  and  Jobbers' 
Ledgers  from  the  List.  If  Jobbers  wish  to  keep  a  Contango 
Book,  however,  the  extra  work  entailed  can  be  minimised  if  the 
subjoined  ruling  is  adopted:  — 
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The  postings  to  the  Ledger  Accounts  would  then  be  made 
for  the  closing  Contangos  as  follows:  — 

Credit  Myers,  debit  Stock  Account. 
Watts,       ,,  ,,  .1 

Stock  Account,  debit  Brown. 

..      Smith. 


li 


To  open  the  Ledgers  for  the  new  account  the  abov^e  entries 
would  be  reversed  and  the  rates  introduced. 

Transfer  Register.— 

A  record  of  all  Transfer  Deeds  coming  into  or  going  out  of 
the  office  is  kept.  Sometimes  two  books  are  kept— viz.,  an 
Inward  Transfer  Register  and  an  Outward  Transfer  Register- 
but  a  single  book  ruled  in  the  manner  following  will  be  found 
to  contain  all  that  is  needful :  — 

TRANSFER    REGISTER. 
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Number  Book.— 

A  record  is  also  kept  of  all  Stock,  other  than  Registered 
Stock,  that  comes  into  or  goes  out  of  the  office.  This  book  is 
commonly  called  the  Number  Book,  and  is  niled  as  follows :  — 
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Date  of 
Delivery 

Delivered 
by 

Security 

Nominal 
Amount 

Distinctive 
Numbers  and 
Denomination 

Delivered 

to 

£ 

- 

General  Register.— 

It  is  advisable  to  keep  a  further  Register — namely,  a  record 
of  documents  coming  in  and  going  out  of  the  office;  such,  for 
instance,  as  Transfers  returned  for  alterations,  Call  Letters  that 
have  to  be  passed  on,  and  the  like — in  order  that  lost  docu- 
ments may  be  more  easily  traced  and  disputes  rendered  less 
frequent.  The  ruling  of  the  book  would  differ,  according  to 
the  methods  obtaining  in  different  offices. 

Cash  Book. — 

This  book  calls  for  no  special  comment,  being  kept  on  the 
same  principles  that  obtain  in  ordinary  commercial  Counting 
Houses.  A  balance  is  shown  when  the  line  is  drawn  after  each 
Settlement.  By  "  drawing  the  line  "  is  meant  the  closing  of  the 
accounts  relating  to  the  Settlement  to  which  they  relate.  This 
is  usually  done  two  or  three  days  after  Account  Day,  by  which 
time  nearly  all  the  Stock  is  passed  and  the  differences  paid  out 
and  received. 

General  Ledger.— 

This  book  contains  such  accounts  as  are  usually  found  in 
Private  and  Nominal  Ledgers.  It  is  advisable  to  have  the 
Ledger  ruled  with  double  columns,  the  entries  being  first  made 
^n  the  inner  column  and  extended  into  the  chief  column  in  one 


stockbrokers'  accounts. 


55 


total  every  "  account."  It  is  important  that  a  definite  break  be 
made  between  the  accounts  of  each  Settlement.  This  is  best 
ensured  by  the  custom  of  writing  across  the  page  the  date  of 
each  account,  thus :  — 

14th  January  Account  1901. 


Balances  Book. — 

Stockbrokers'  books  should  be  balanced  at  the  close  of  each 
"  account,"  and  a  ruling  for  a  suitable  book  to  record  the  fort- 
nightly balances  is  shown  on  page  56. 

Companies'  Share  Register.— 

The  Companies'  Share  Register  is  a  book  showing  the  par- 
ticulars of  the  Stock  the  Jobber  has  "  in  Box  " — i.e.,  in  his  own 
name.  The  particulars  it  is  convenient  to  record  are  as 
follows :  — 

Shares  registered  (on  the   debit  side) :  — 
Date. 

Total  number  of  Shares. 
Distinctive  numbers. 
Transferor's  name.  1 

Shares  transferred  out  (on  the  credit  side):  — 
Date. 

Total  number. 
Distinctive  numbers. 
Transferee's  name. 

A  separate  account  is  opened  with  each  company,  and  when 

there  is  more  than  one  class  of  Shares  a  separate  account  for 

each  class.    The  book  is  written  up  from  the  Transfer  Register, 

and  in  form  is  as  follows:  — 
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The  introiductiotti  of  the  outside  element — that  is,  the  geneial 
public — into  Stockbroking  transactions  necessitates  certain 
modifications  in  the  bookkeeping  that  obtains  amongst  Jobbers 
to  make  the  system  applicable  to  Brokers.  We  must  remember 
that  the  clients  of  Brokers  are  outside  the  Ticket  system  :  they 
constitute  the  source  from  which  the  Broker  gets  his  supplies 
for  the  market,  whelher  of  cash  or  stock.  A  Broker,  as  we  have 
seen,  always  acts  as  agent  for  his  client,  who  before  each 
Account  Day  supplies  his  Broker  with  either  the  Stock  to 
deliver  in  fulfilment  of  his  sales,  or  the  cash  to  pay  for  the 
Stock  he  has  purchased,  or  for  "  differences  "  he  has  incurred 
in  dealing. 

We  have  seen  that  the  Broker  charges,  or  credits,  his  client 
with  the  same  amount  that  a  Jobber  charges  or  credits  him,  and 
that  the  Broker  derives  his  profit  from  the  Brokerage  (oar  Com- 
mission) which  he  charges  to  his  client.  To  provide  for  these 
additional  circumstances,  the  modifications  necessitated  are,  in 
chief,  a  Day  Book  and  a  CHents'  Ledger.  We  will  consider  the 
former  first. 

Day  Book.— 

Many  \arieties  of  Day  Books  are  extant.  In  some  offices  two 
books  are  used — one  foa-  Stock  purchased,  the  other  for  Stock 
sold — and  different  advantages  are  claimed  in  respect  of 
different  books,  but  the  Day  Book  that  appears  to  us  to  combine 
the  greatest  number  of  advantages  is  the  one  given  in  the  sub- 
joined ruling.  This  provides  Day  Book,  Journal,  and  Contango 
Book  in  one,  and  shows  at  a  glance  the  commission  and  interest 
earned  during  each  account. 
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The  Day  Book  is  written  up  from  the  foll^ing  books  :- 

{a)  Counterfoil  Contract  Note  Book. 

{b)  Dealing  Book. 

{c)  List  Book  (as  regards  Contango). 

On  the  debit  side  are  the  purchases  and  other  amounts  to  be 
passed  to  the  credit  of  the  Persooal  Accounts  of  clients  and 
Stockbrok^s.  On  the  credit  side  are  the  sales  and  other 
amounts  to  be  passed  to  the  debit  of  the  Personal  Accooants  of 
clients  and  Stockbrokers. 

The  Contangos  (continuation  bargains)  would  be  entered  in 
precisely  the  same  manner  as  ordinary  bargains,  as  in  fact  they 
are,  being  a  sale  and  purchase  of  the  same  amount  of  Stock 
made  at  the  same  time,  but  for  settlement  on  different  days,  the 
one  being  foi-  settlement  in  the  account  then  present,  the  other 
foa-  settlement  in  the  "  new  time."  For  example,  if  A.  "  takes 
in"  1,000  Chartered  at  3d-  per  Share,  the  making-up  price 
being  £z,  he  in  effect  buys  1,000  Chartered  at  ^3  for  this 
account,  and  sells  1,000  Chartered  at  £2,,  phis  3ci.  per  Share, 
for  the  next  account,  which  transaction  would  be  entered  m  his 
Day  Book  as  follows:  — 

In  the  Account  Settling— on  the  debit  side : 
Jones.  1,000  Chartered  at  3     . .     ;^i.ooo 

In  the  New  Account— on  the  credit  side : 

Jones.  1. 000  Chartered  at  3     ••     /i.ooo    Interest. /;  12  los. 

On  the  other  hand,  a  "  giver  "  on  Stock  sells  for  the  account 
then  settling  and  buys  for  the  '•'  new  time." 

The  Day  Book  is  cast  and  the  totals  ruled  off  each  account, 
the  balances  between  the  debit  and  credit  side  (if  any)  of  the 
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following   columns    being    carried    to   the    accounts    under    the 
respective  headings  in  the  General  Ledger :  — 

Brokerage. 

Interest. 

Stamjjs. 

Fees. 

Splits. 

The  bargains  with  Jobbers,  although  entered  in  this  book, 
are,  for  purposes  of  office  convenience,  usually  pos-ted  to  the 
Jobbers'  Ledgers  from  the  Checking  Book.  This  is  in  no  way 
a  drawback  if  the}-  are  subsequently  called  o\er  between  ihe 
Day  Book  and  Jobbers'  Ledgers. 

Clients*  Ledger.— 

The  Clients'  Ledger  (or  Principals'  Ledger)  is  written  up  in 
a  manner  very  similar  to  those  of  ordinarv  commercial  under- 
takings.  The  chief  points  to  observe  axe  the  keeping  separate 
the  transactions  relating  to  each  settlement,  and  when  carrying 
forward  a  balance  to  distinguish  f)etween  those  relating  to 
Stocks  and  those  owing  for  differences.  Two  folio  columns  are 
useful — one  being  used  for  prices,  the  other  for  references.  As 
we  have  before  remarked,  the  use.  of  references  is  somewhat 
scanty  in  Stockbrokers'  books;  but  in  cases  where  the  books 
are  not  folioed  or  paged,  the  initial  letters  of  the  book  should  be 
given,  thus,  D.  B.  (Dividend  Book),  S.  L.  (Stock  Ledger),  and 
the  like.  The  number  of  Shares  or  quantity  of  Stock  are  usually 
entered  in  the  Day  of  the  Month  column,  and  Contango  entries 
indicated  by  the  letters  Ctgo.  or  c/o. 

It  will  be  found  advisable  to  post  up  this  Ledger  in  such 
detail  that  in  rendering  a  statement  of  account  to  the  client  it 
shall  entail  nothing    more    or    less    than    a  plain  copy  of  the 


stockbrokers'  accounts. 


6i 


account  as  it  appears  in  the  Ledger.  This  means  that  a 
separate  line  shixild  l)e  used  for  each  of  the  following 
amounts:— Stock,  Commission,  Stamps,  Fees,  Splits,  Divi- 
dends, &c. ;  and  Commission  charged  to  the  client  in  respect 
of  Stock  sold  should  be  deducted  from  the  bargain  credited, 
both  being  "  dropped  shoit "  when  posted,  and  the  net  amo'unt 
extended. 


'\ 


Ticket  Accounts.— 

The  Ticket  Accounts  will  be  kept  in  the  same  way  as  those 
kept  by  Jobbers,  with  this  difference,  that  the  name  of  the  client 
for  whom  the  Stock  is  bo^ught  or  sold  is  usually  entered  in  the 
middle  of  the  Particulars  columns.  This  greatly  facilitates 
reference. 

In  offices  where  the  stamps  are  not  entered  in  the  Day  Book 
and  posted  from  there  to  the  Clients'  Ledger,  they  are  folioed 
from  the  Ticket  Accounts  to  the  Clients'  Ledger,  the  result,  of 
cx>urse,  being  the  same. 

Barjcain  Book.— 

The  Bargain  Book  (or  Dealing  Book)  is  the  same  in  use  and 
forai  as  the  Jobbing  Book  (see  page  29),  with  the  additional 
information  as  to  whom  the  bargain  was  done  for,  the  clients' 
names  being  placed  in  the  Remarks  column. 

Contract  Books.— 

For  every  bargain  done  for  a  client  the  Broker  issues  to  the 
client  a  signed  Comtract  Note  giving  particulars  of  the  bargain 
done.     The  Contract  Notes  are  stamped  as  follows:  — 

For  a  bargain  done  over  is  and  under  ;^ioo  in  value,  id.  stamp. 

,,    ;^ioo  in  value,  i/-  stamp. 


II 
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The  stamps   are  charged  up  to  the  clients.     In   continuation 
bargains  the  Contract  Notes  bear  doiihU  the  above  stamp  duties, 
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such  bargains  constituting,  as  we  have  seen,  both  a  sale  and  a 
purchase.     These  books  are  usually  kept  in  counterfoil  form. 

Brokers'  Books  that  are  similar  to  Jobbers'.— 

The  following  books  call  for  no  further  comment  in  this 
chapter  in  that  they  are  similar  in  form  and  use  to  those  kept 
by  Jobbers :  — 

SEE    PAGE 
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THE  TRIAL   BALANCE. 
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After  each  Settlement  it  is  the  custom  of  Stockbrokers  to 
balance  their  books,  proving  the  same  by  a  Trial  Balance.  Two 
or  three  days  are  allowed  for  the  Stock  to  pass  and  the 
differences  to  be  paid  and  received  before  this  is  done,  the 
number  of  balances  being  thereby  reduced  as  much  as  possible. 

Stock  Ledger." 

Before  striking  a  balance  in  the  Stock  Accounts  it  is  neces- 
sary to  add  up  and  agree  the  number  di  Shares  on  each  side  of 
the  accooint,  and  the  number  required  to  make  the  two  sides 
even  must  be  entered  and  priced  out  at  the  making-up  price. 
This  constitutes  the  balance  carried  forward  to  the  new  account. 
'  If  a  debit  balance  is  shown  it  indicates  a  "  Bull "  position ; 
if  a  credit,  a  "  Bear."  In  the  latter  case,  if  the  making-up  price 
is  lower  than  the  price  at  which  the  Bear  sale  was  made,  the 
balance  should  be  carried  foaward  at  the  latter  price,  other- 
wise a  profit   wUl   be    anticipated    before   the    Bear  is  closed. 
Shares  in  Box  as  investments  should  be  carried  forward  at  cost 
price  unless  the  making-up  price  is  lower,  in  which  event  the 
latter  should  be  adopted. 

After  adjusting  the  Shares  in  this  manner  the  Cash  columns 
will  be  cast,  and  the  balance  between  the  same  transferred  to 
Interest  Account  or  to  Profit  and  Loss  Account,  according  as 
the  profit  has  arisen,  whether  from  interest  (Contangos)  or 
dealing. 
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Jobbers'  Ledgers.— 

As  in  the  Stock  Ledger,  the  Shares  must  be  agreed  in  the 
Jobbers'  accounts  before  the  cash  balance  is  ascertained.  If 
they  are  found  to  be  uneven,  it  indicates  either  that  some  name 
has  not  been  passed  or  some  bearer  Stock  has  not  been 
delivered,  and  the  balance  of  the  same  shooild  be  carried 
forward  at  the  making-up  price.  After  the  Shares  are  agreed, 
the  Cash  columns  are  cast  and  the  balance  carried  forivard  to 
the  new  account. 

Ticket  Accounts.— 

The  balances  on  the  Ticket  Accoimts  will  consist  of  the 
various  parcels  of  Stock  that  have  not  been  passed,  and  for  the 
convenience  of  ultimate  settlement  each  one  (including  stamps, 
if  already  entered)  should  be  carried  forward  separately. 

Dividend  and  Rights  Accounts.— 

Care  must  be  taken  in  the  Dividends  and  Rights  Accounts  to 
ascertain  the  nature  of  the  balance,  as  in  cases  where  a  Jobber 
is  uneven  in  the  Stock  the  Profit  and  Loss  Account  will  be 
affected.  If  he  is  a  Bull,  the  dividend  will  be  a  credit  to  Profit 
and  Loss ;  and  if  a  Bear,  a  debit  to  that  account. 

Call  Account. — 

Similar  care  must  be  exercised  in  this  account.  If  the  Jobber 
is  a  Bull  and  the  Call  has  been  paid  on  Box  Stock,  the  amount 
should  be  transferred  to  the  debit  of  the  Stock  Account  in  that 
Security,  as  in  all  probability  an  increase  in  the  making-up  price 
has  taken  place  owing  to  the  Call  having  been  made.  On  the 
other  hand,  if  a  Call  has  been  made,  and  in  consequence  the 
making-up  price  has  improved,  but  the  Call  has  not  been  paid 
by  the  Jobber,  the  liability  must  be  provided  for  by  a  debit  to 
the  Stock  Account. 

The  balances  of  the  remaining  books   call   for  no  special 
comment. 


Profit  and  Loss  Account  and  Balance  Slieet.— 

After  effect  has  been  given  to  the  various  adjustments  alluded 
to  abo^e,  the  preparation  of  the  Profit  and  Loss  Account  and 
Balance  Sheet  will  be  found  to  present  no  difficulty.  The 
balances  of  the  accounts  pertaining  to  the  former,  after  pro 
viding  for  outstanding  liabilities  and  carrying  forward  the 
unexpired  portions  of  expenses  paid  in  adxance,  have  to  l)e 
transferred,  and  the  balances  then  remaining  set  out  in  the 
Balance  Sheet. 

The  forms  of  the  Balance  Sheet  and  Profit  and  Loss  Accounts 
differ  in  different  offices,  according  to  the  class  of  busint-ss 
carried  on.  We  may  point  out,  however,  that  it  is  customary 
to  set  out  the  Box  Stock  in  detail,  showing  the  follmving 
particulars :  — 

(i)  Number  of  Shares. 

(2)  Name  of  Security. 

(3)  Making-up  Price. 

(4)  Amount  of  Valuation. 

And  we  may  suggest  that,  in  the  case  of  Stock  deposited  as 
Security  for  loans,  it  is  better  to  set  out  the  amount  of  the  loans 
and  the  value  of  the  Securities  separately,  on  their  respective 
sides  of  the  Balance  Sheet,  rather  than  show  the  margin  only  in 
one  figure. 

Other  questions  of  form  in  the  Balance  Sheet  are  naturally 
matters  for  individual  taste  and  consideration. 


66 


stockbrokers'  accounts. 


\i 


Hi 


•a    o 

M     o 

«-*j  8 


o 

o 

O 

o 

o 

O 

O 

o 

o 

o 

O 

o 

o 

o 

IT) 

HI 

o 

m 

S3 

^s. 

R 

o 

00 

o 

o 

c 
o      <u 

M  > 


o 


o 

>o 

in 


ID'S 


Hn       r«       HN 

fn      m      <n 


fn 


•*t       HI        JO 


c 

g    < 

o 


w 

o 
u 

0) 


o 

n 

O 


x: 

en 


(/3 


o 

o 

O 

O 

- 

lO 

N 

i-t 

»-» 

•1 

N 

•^ 

t^ 

1^ 

d 

=_ 

6 

O 

*5 

in 

o 

o 


o 


C 


O 

o 


o 
o 


O 
O 


r-il 

O 


o 
o 


o 

VO 

o 

o 

s 

o 

■"If 

ii 

M 

p» 

'-K' 

1^ 


< 


u 


o 


<n 


8 

o 


o 

«n 


o 
m 


in      vO        ►- 


•-1  M 


-5. 


CHAPTER  VII. 


SPECIMEN     ACCOUNTS. 


JOBBERS'   LEDGER. 

The  specimen  account  of  Raymond  &  Company  shows  that 
dealings  have  been  made  in  four  Securities,  and  it  will  be 
observed  that  all  the  Quantity  columns  are  agreed,  thus  per- 
mitting a  cash  settlement.  The  final  difference  was  evidently 
^40  17s.  6d.  due  to  them,  which  amount  was  duly  paid  on 
Account  Day. 

To  ascertain  how  this  difference  of  £40  17s.  6d.  was  arrived 
at  we  will  trace  the  transactions  of  each  Stock  separately,  and 
see  what  information  the  account  affords. 


Chartered  s.— 

We  had  carried  over  for  Raymond  &  Co.  100 
Shares  from  the  last  account,  for  which  we 
charged  them  3d.  per  share  contango    . . 

The  Shares  made  up  last  account  at  3h  and  they 
closed  50  at  3i  by  selling  them  to  us,  thus 
making  a  credit  of  J  on  50  

In  the  14th  January  Account  the  Shares  made  up 
at  3i  and  they  carried  over  the  remaining  50 
again ,  thus  making  another  credit  of  J  on  50  . . 

On  December  31st  we  sold  them  20  at  3*.  wl^ich 
were  made  up  with  Thornton  at  3^.  being  the 
making-up  price.  On  these  they  made  a  credit 
of  I  per  share        


Debit. 


5    o 


Credit. 


12  10    o 


12  10    o 


7  10     o 
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On  the  same  date  we  sold  them  30  at  3^'^,  which 
were  settled  in  three  different  ways.     For  10 
they  passed  us  a  name  at  3,  and  these  Shares 
we  decided  to  deHver  ourselves,  so  we  kept  the 
name  and  debited  Tickets  Receivable  Account. 
The  difference  on  this  name  was  tV 
For  another  10  they  passed  us  a  name  at  3^,  thus 
leaving  a  credit  of  ^\  on  the  name  :    this  name 
we  passed  on  to  Jacobs,  debiting  his  account 

therewith 

For  the  third  10  Shares  they  ne^'lected  to  pass  a 
name,  so  we  sold  out  for  one  which  we  obtained 
at  2|.  We  credit  the  Official  Broker  with  the 
name  and  debit  Tickets  Account,  if  we  deliver, 
or  a  Jobber  if  we  pass  it  on,  then  we  "make 
up"  the  amount  between  the  Official  Broker 
and  Raymond,  leaving  a  debit  to  the  latter  firm 
01  ^  . .         . .         . .         . . 

Modders. — 

These  50  Shares  were  carried  over  from  the  last 
account,  the  making-up  price  being  10.  There 
being  no  contango  or  backwardation  the  rate  is 
stated  as  "even."  Twenty-five  Shares  were 
again  carried  over  at  11,  leaving  jsl  debit  to 
them  of 

For  20  Shares  we  passed  them  a  name  we  had 
received  from  Levi  at   10^,  making  a  further 

debit  of         

For  5  Shares  we  passed  our  own  name  at  10, 
debiting  him  and  crediting  Tickets  Payable 
Account      On  these  there  was  no  difference. 

Tinto  4%  Bonds.— 

These  being  "bearer  bonds"  no  name  had  to 
pass,  the  transaction  being  settled  by  our 
delivering  the  Shares  to  them  in  exchange  for 
their  cheque  for  the  amount  of  the  bargain. 


Debit, 
i     s    d 


Credit. 

£   s   d 


O    12 


I  17     6 


I  17    6 


25 


10    o 


Cape  Coppers.— 

We  bought  100  of  these  Shares  at  ^\l  and  sold 
him  back 

10  at  4^,  leaving  a  credit  of  ^q 
30  at  4.^,  leaving  a  credit  oi  ('^ 
20  at  4^,  leaving  a  credit  of  ^V, 
40  we  took  up,  and  passed  our  own  name 
for  the  same  at  4,  leaving  a  credit  of  \l 

Splits.— 

Raymond  &  Co.  sent  us  two  of  our  splits  for 
Tickets  split  on  some  previous  account . . 

Balance  or  "  Difference  "  in  favour  of  Raymond 
&  Co. . . 


Debit. 
£    B    d 


Credit. 

£   s   d 


4 

7 

b 

9 

7 

6 

I 

5 

0 

37 

10 

0 

o 


o 


40  17     6 


^87    26     ;^87     2     6 


STOCK    LEDGER. 

In  this  account  we  observe  that  at  the  beginning  of  the 
account  we  had  an  "  e\'en  "  book.  During  the  account  we  have 
bought  270  Shares,  but  only  sold  170,  thus  creating  a  "  Bull  "  of 
100.  We  do  not  take  up  these  100  Shares,  however,  and  put 
them  into  our  name,  as  the  expense  of  carrying  them  over  will 
be  trifling,  if  anything.  We  therefore  carry  over  100  more  with 
Jones  than  we  did  last  time,  the  other  continuations  remaining 
the  same. 

The  profit  on  the  account  amounts  to  £44  16s.  lod.,  but  as 
£1  IS.  lod.  of  that  amount  arose  out  of  the  Contango  rates,  we 
credit  that  to  Interest  Account,  and  the  balance,  ;£43  15s.  od., 
to  Profit  and  Loss. 
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THE   LIST.— Rio  Tinto. 


Specimen  Page. 


Day 

Smith 

Brown 

Jones 

Robinson 


Adams  c/o  (lo  per  cent.)    . . 
Stevenson  c/o  (lo  per  cent.) 


20  Rabone 
50  Thompson 
100  Levi . . 
20  Thompson 
70  Wharton 
30  Thompson 
30  Wharton 
30  Box . . 


Adams 
Stevenson 

^H  m  ^^ 

Levi 
Rabone 
Thompson 
Wharton 

Box 

60 
50 


Jones  c/o  (9  per  cent.) 
Robinson  c/o  (9  per  cent.) 


40§ 

Robinson 

4oi 

Smith 

40i=k 

Day  . . 

40I 

Brown 

4o| 

Jones 

40^ 

Jones 

4oi 

Brown 

40 

Brown 

100 
10 


20 

50 
100 

20 

70 

30 

30 
30 


From  the  abo\e  illiistratioai  it  will  be  seen  that  we  hoiipjht 
460  Shares  and  sold  430,  leaving  30  that  we  could  either  carry 
o\er  or  take  up  and  put  into  our  name — i.e.,  into  Box. 

We  were  asked  by  Adams  and  Stexenson  to  carry  over  their 
Shares,  no  in  all,  which  w^e  did  w4th  Jones  and  Robinson — 100 
with  the  former  and  10  with  the  latter.  After  that,  the  names 
were  passed,  each  being  entered  as  it  came  in,  showing  from 
whom  it  came,  the  price  of  the  Ticket,  and  to  whom  it  was 
passed.  As  each  name  comes  in  we  alter  the  amounts  standing 
above  against  the  names  of  the  members  who  passed  it  and  to 
whom  it  was  passed  respectively.  Thus,  w^hen  Thompson  passes 
a  name  for  50  we  strike  out  the  100  against  his  name  and  make 
it  50,  indicating  that  there  are  50  yet  to  come;  and  in  passing 
it  on  to  Smith  we  strike  out  the  50  against  his  name,  indicating 
thereby  that  his  names  have  passed.  For  the  30  Shares  to  go 
into  Box  we  pass  our  own  name  at  the  lowest  price  at  which  the 
Shares  have  .stood  during  the  Account. 
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(  HAl»'lKk    VIII. 


THE   AUDIT   OF    STOCKBROKERS'  ACCOUNTS. 


Dangers  in  Audit.— 

The  iiudit  of  Stockbrokers'  A('(x>unts  should  not  be  lightly 
iin.lertaken.  There  is  in  fiu^t  very  little  that  r;i,n  be  aiidittMl  in 
the  sense  in  which  that  word  is  generally  employed.  Except 
for  such  entries  as  are  common  to  all  da ss<-s  of  business,  there 
are  tew  transa(^tions  in  the  accounts  we  are  considcrniL^  in 
supi);i'rt  <if  which  do(Hmientary  evidence  can  l>e  produced. 

Accountants  Rarely  Employed.— 

The  t^mi)l<)'yment  by  Stockbrokers  of  professional  a(^'ountants 
is  unusual,  and  is  generally  owing  to  special  circumstances, 
such  as  the  adjustment  of  accounts  between  [lartners  or  others 
interested  in  the  profits,  or  an  inquiry  occasioned  by  s^x^cial 
transactions  or  other  circumstances.  Hence  it  is  that  familiarity 
with  Stm-k brokers'  Accounts  is  not  genera!  among  professional 
accountants;  and  when  work  for  Stockbrokers  is  undertaken 
there  is  a  danger  of  time  l.)eing  occuj)ied  uiukNVssarilv  in  unim- 
portant detailed  checkin<(.  while  entries  that  shoul  i  be  subject 
to  a  clo'se  scrutijiy  may  be  altogether  ignored,  or  too  lightly 
passed  o\er   in  a  general  re\  iew  of  the  boaks. 

Absence  of  Instructions.— 

Lxji  rieiice  does  not  lead  us  to  exjK-ct  verv  definite  instruc- 
tions Irom  St<x"kbrokers  when  calling  in  professional  account- 
ants, and,  in  the  absence  of  such  instructions,  all  the  accoimt- 
ant  <an  do  is  to  subject  the  accoamts  submitttni  to  him  to  such 


examination  or  re\  iew  as  the  circumstances  of  the  case  suggest 
and  the  fee  admits  of.  It  is  important,  however,  that  he  should 
define  the  limits  of  his  responsibility  in  a  report  to  his  client, 
setting  tRit  therein  the  checking  he  has  done  and  the  extent  to 
which  he  assumes  responsibility.  This  is  a  natural  precaution 
taken  in  audits  generally ;  in  the  audit  of  Stockbrokers' 
Accounts  it  is  particularly  oecessary.  It  would  be  prudent  to 
ask  the  Stockbroker  to  consider  and  to  keep  such  report  private, 
otherwise  it  would  probably  be  passed  into  the  General  Office  to 
be  dealt  with,  its  effect  and  destiny  then  being  a  matter  of 
conjectme. 

Suggestion  as  to  Work  in  Audit.— 

To  .ittempt  to  frame  a  list  of  work  applicable  to  all  cases  of 
examination  of  Stockbrokers'  Accounts  would  be  of  little  prac- 
tical value,  but  the  subjoined  suggestions  may  serve  to  indicate 
the  lines  on  which,  apart  from  special  instructions  or  circum- 
stances, a  review  of  such  accounts  could  with  advantage  be 
efTecte<l. 

Cash  Book. — 

Check  all  pastings. 
Check  additions. 

Compare  payments  into  Bank  with  Pass  Book. 
Agree  balance  with  Pass  Book. 
Obtain  banker's  confirmation  of  balance. 
Vouch  payments  other  than  those  in  settlement  of  Stock 
Exchange  transactions. 

Jobbers"  Ledgers. — 

Check  cash,  postings. 

Check  postings  to  Name  and  Ticket  Accounts. 

Check  ix>stings  to  Call  Account. 

Check  postings  to  Dividend  Account. 

F   S 
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Inquire  into,  and,  if  necessary,  report  upon,  allowances 
passed  to  the  credit  of  accounts.  If  such  credits  are  in 
respect  of  Splits,  the  name  of  the  Stock  and  the  date  of 
the  Spht  shoaild  be  given  to  facilitate  verification  thereof 
by  reference  to  the  List  or  Jobbers'  Ledger. 

Check  additions. 

Check  balances,  if  any,  forward  to  New  Account. 

Other  Personal  Accounts. — 

Check  and  report  upon  all  amounts  passed  to  the  credit 
of  other  Personal  Accounts  in  respect  of  Half  Commis- 
sions and  Allowances. 

Share  Journal  (Share  Account  or  Stock  Account)  including 

Special   Settlement  Journal. — 
Check  additions  of  Cash  columns. 
Check  additions  of  Quantit}'  colimins. 
Check  balance  of   Shares   (Quantity   column)   forward    to 

new  Account. 
Check  price    at    which    closing    balance  is  calculated   in 

accordance  with  the  principles  laid  down  in  Chapter  VI. 
Check  transfers  to  Profit  and  Loss  Account. 

Name  and  Ticket  Accounts. — 
Check  all  postings. 
Check  additions  of  Cash  columns. 
Check  additions  of  Quantity  columns. 

Call  Accounts. — 

Check  all  postings. 

Check  additions. 

See  that  all  Calls  paid  are  recovered  from  someone,  either 
by  specific  collection  or  by  means  of  sale  effected  at 
enhanced  price.  Calls  paid  on  Box  Stock  should  be 
debited  to  the  Stock  affected,  which  Stock  will  be  held 
up  in  the  Balance  Sheet  at  the  enhanced  value — ^thaj  is, 
the  improved  making-up  price. 
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In  cases  where  Calls  have  been  made  but  not  paid,  and  in 
consequence  of  such  Calls  the  making-up  price  has 
improved,  the  liability  in  respect  of  the  Calls  should  be 
provided  for  by  a  debit  to  the  Share  Account  and  a 
credit  to  the  Call  Account. 

Dividend  Account. — 

See  that  all  Dividends  on  Box  Stock  are  received  and 
retained,  being  transferred  to  the  credit  of  Share  Profit 
and  Loss  Account. 

See  that  other  Dividends  received  are  either  paid  away  to 
those  to  whom  they  are  due  or  are  held  up  in  the  Balance 
Sheet  as  liabilities. 

Box  Stock. — 

The  Stock  on  hand  .should  be  verified  by  inspection  of  the 
Certificates,  Scrip,  or  Bonds,  or  by  certificate  from 
bankers,  or  others  in  whose  custody  they  may  lie.  Stock 
in  Box  at  the  date  of  the  Balance  Sheet,  but  not  at  the 
date  of  the  examination  of  the  Securities,  shoaiM  be 
traced  and  accounted  for  by  subsequent  delivery-  in 
exchange  for  cash. 

Subjoined  is  a  fonn  of  Balance  Sheet  that  would  be  suitable 
for  most  Stock  Exchange  Accounts;  some  modification  would 
obviously  be  necessary  where  a  special  class  of  business,  such 
as  "taking  in"  Stock  {i.e.,  lending  money  on  the  Stock)  or 
"  arbitrage,"  was  carried  on. 
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CHAPTER    IX. 


FRAUD    IN  LSTOCK    EXCHANGE    ACCOUNTS. 


Integrity  of  Stock  Exchange  Clerks.— 

Before  offering  ooix  obserxations  on  this  subject,  it  is  due 
to  the  clerks  engaged  in  Stockbrokers'  offices  to  say  that,  con- 
sidering the  many  opportunities  that  occur  for  fraudulent 
conduct,  with  little  chance  of  disco^'eTy,  it  speaks  highly  for 
the  general  honesty  that  obtains  among  those  gentlemen  that 
cases  of  fraud  are  comparatively  rare.  They  do  o<^cur,  liow- 
ever,  and  the  WTiter's  experience  has  been  that,  when  tlie\  do 
come  along,  they  don't  come  singly  ;  they  suggest,  in  fact,  an 
epidemic. 

Bearer  Cheques.— 

The  fact  that  a  Rule  of  the  House  pro\ides  that  all  cheques 
passing  between  members  must  be  Bearer  Cheques  is  in  itself 
an  opening  for  fraud.  The  Rule  is  necessai-y,  as  when  l>usiness 
is  brisk  members  couldn't  endorse  all  the  cheques  cx>ming  into 
their  hands  and  get  them  into  the  bank  the  same  day  :  and, 
further,  in  the  case  of  cheques  being  drawn  in  readiness  for 
Stock  to  be  delivered,  it  is  not  known  by  whom  the  Stock  will 
be  delivered,  so  instead  of  the  name  of  the  payee  being  on  the 
cheque,  the  number  of  the  Ticket  alone  is  given  ;  conxenient, 
but  dangerous. 

Bearer  Bonds.— 

Again,  "Bearer  Securities"'  transferable  l)y  simple  delivery 
against  cash,  without  transfer  deed  or  receipt  of  any  kind,  con- 
stitute another  danger,  and  these  are  floating  alx)ut  in 
tho'usandsv 
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Good  Bookkeeping  prevents  Fraud — 

We  venture  to  think,  however,  that  if  the  svstem  of  book- 
keeping  outlined  in  the  foregoing  pages  be  completely  carried 
out,  ajid  the  suggestions  as  to  audit  offered  in  Chapter  VIII.  be 
adopted,  the  chances  of  fraud  vvDl  be  reduced  to  a  minimum. 

Risk  attaching  to  Bearer  Cheques.— 

There  still  remains,  however,  the  risk  attaching  to  the  Bearer 
Cheques,  and  this  risk,  we  think,  can  L>e  entirely  eliminated  by 
a  very  simple  expedient.  The  cheques  issued  by  meml)ers  to 
the  general  public  can,  of  course,  be  made  payable  to  ''order," 
thus  rendering  an  endorsement  necessary. 

Suggestion  for  Prevention  of  Fraud.— 

As  ^^  r  ha\'e  pointed  out,  the  "  House ''  Cheques  must  be 
"  Bearer  "'  Cheques,  and  we  suggest  that  these  should  be  crossed 
with   an   india-rubber  stamp  with  the  following  words:  — 

"  Of  no  \'alue    to    other    than    memlxrs    of    the  Sto<^k 

Kxrhange." 

The  expense  would  be  but  a  few  shillings,  and  the  possibility 
of  such  cheques  being  irregularly  negotiated  entirely  removed. 

Examination  of  Securities.— 

In  regard  to  the  periodical  examination  of  Securities,  either 
by  the  auditors  or  the  principals  of  the  business,  we  point  out 
the  necessit)'  of  the  whole  of  the  Securities  Ijeing  in  the  custody 
of  the  examiners  from  the  begimiing  to  the  end  of  the 
examination. 

Sad  Case  of  Fraud  — 

A  case  within  the  writer's  experience  will  illustrate  the 
extreme  importance  of  this.  One  of  the  largest  financial  houses 
in  the  Citv  had  l:>een  in  the  habit  of  examining  their  Securities 
without    professional    assistance.      Tlu'ir    rustom    had    been    to 


examine  part  of  the  Securities  before  lunch,  and  during  the 
luncheon  interval  the  confidential  clerk  in  whose  custody  they 
lay  would  replace  in  the  strong  room  those  examined  and  set 
out  the  others  ready  for  his  principals. 

Pursuant  to  a  suggestion  from  a  member  of  the  Institute  of 
Chartered  Accountants,  on  one  occasion  the  principals  referred 
to  told  the  clerk  after  the  first  batch  of  Securities  had  been 
examined  that  they  did  not  pi-opose  to  adjourn  for  lunch,  but 
would  have  the  remaimng  Securities  brought  in  at  once. 

The  man  was  bowled  out.  He  put  on  his  hat,  went  home, 
anfl  shot  himself. 

It  had  been  his  practice  previously  during  the  luncheon 
interval  to  take  the  examined  Securities  to  the  bank  to  redeem 
the  other  Securities,  which  he  had  deposited  for  his  own  pur- 
poses, he  having  been  speculating  on  the  Stock  Exchange, 
using  his  firm's  Securities  as  cover. 

Another  case  within  the  writer's  experience  serves  to  illustrate 
the  danger  of  the  Bearer  Cheque. 

A  clerk  in  a  Broker's  office,  a  gentleman  of  good  family, 
University  and  other  degrees,  used  regulariy  and  systematically 
to  take  cheques  issued  by  his  principal  to  a  neighbouring 
hostelry  and  get  them  cashed,  saying  that  there  was  commis- 
sion due  to  him  from  the  payee,  and  he  wished  to  deduct  it 
befone  making  payment. 

As  a  matter  of  fact,  the  cheque  was  not  owing  to  the  payee 
at  all,  and  the  whole  of  the  amount  went  into  the  clark's  pocket. 

This  had  been  going  on  for  years,  the  accounts  of  several 
firms  being  operated  upon.  These  accounts,  it  would  be 
assumed,  would  show  large  debit  balances  that  were  not,  in 
fact,  owing.     Nothing  of  the  sort.     Periodically,  he  would  enter 
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a  large  amount  of  cash  to  their  credit  in  the  Ledger,  put  a 
Cash  Book  folio  against  it  (imaginary,  of  course),  and  tick  it 
to  show  it  had  been  called  over. 

Needless  to  say,  the  books  had  for  years  been  in  a  chaotic 
condition,  or  he  would  have  been  found  out,  and  what  further 
helped  him  was  the  fact  that  he  had  a  charming  manner,  and, 
being  an  Irishman,  was  possessed  in  no  small  degree  of  that 
delightful  characteristic  that,  according  to  legend,  is  the  si^ecial 
propert)-  of  those  who  have  kissed  the  famous  stone  at  Blarney 
Castle. 
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APPENDIX    A. 


SHARE    CALCULATION    TABLE. 
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APPENDIX     C. 


APPENDIX     B. 


STAMP    DUTIES 

on  Transfers  of  Shares  and  other  marketable  securities.  The  Transfer 
must  be  signed  by  both  the  Transferor  and  the  Transferee  in  the 
presence  of  a  Witness,  who  must  also  sign  the  document.  It  must 
then  be  deposited  with  the  Company,  who  will  retain  it  as  their 
authority  to  register  the  Transfer  and  as  evidence  of  the  Transferor 
having  disposed  of  his  interest  (or  such  portion  of  his  interest  as  the 
Transfer  relates  to)  in  the  Company,  and  of  the  Transferee  having 
acquired  the  same  subject  to  the  Company's  rules  and  regulations. 

When  the  consideration  does  not  exceed 
Exceeding  l^,  and  not  exceeding 
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and  so  on  at  the  rate  of  5s.  for  every  further  /50  or  fraction  of  £^0. 


A  Conveyance  or  Transfer  for  a  nominal  consideration,  or  in  con- 
sideration of  natural  love  and  affection,  is  liable  to  a  duty  of  Ten 
Shillings. 


«*A    MAKE-UP." 

The  following  extract  from  Mr.  Arthur  Morrison's  novel,  "To  London 
Town,"  exactly  illustrates  a  "Make-Up"  :— 

"  In  Harbour  Lane  and  thereabouts  everybody  owed  everybody  else 
"  some  amount  of  paint,  and  was  owed  paint  in  his  turn,  by  others. 
*•  So  that  a  complicated  system  of  exchange  prevailed  in  which  verbal 
"  bills  and  cheques  were  drawn."      As  thus  to  make  a  simple  case  :— 

••  'Ullo,  Bill,  what  about  that  pot  o'  paint?  " 

"Well,  I  was  going  to  bring  it  round  to  night." 

"All  right.  But  don't  bring  it  to  me— take  it  to  George.  Ye  see, 
*•  I  owe  Jim  a  bit  o'  paint,  an'  e  owes  Joe  a  bit,  an'  Joe  owes  George 
"  a  bit.     So  that'll  make  it  right  all  round.  " 
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RATES    OF    COMMISSION    CHARGED    BY    BROKERS. 

The  London  Stock  Exchange  does  not  issue  a  scale  of  authorised 
commissions,  but  the  following  table  of  approximate  charges  gives 
an  idea  of  the  rates  that  currently  obtain :—  » 

Government  Securities — 

British        2/6  per  cent,  on  nominal  value. 

Foreign       5/"     i» 

Corporation  and  Colonial      ,.     5/-    ,. 
Railways — 

American    . .         . .     5/-  to  10/-     „ 

British        ..  ..  ..     10/-     ,,       ,, 

Shares,  nominal  value  being  £\  and  under  . 

Above  ;^ I  and  under  ;^2 6d.    ,, 

„         2   ,.        „        5 9d.    .. 

11         5   •»        ij       10 ^/"     »• 

10   .,         ,,       15 ^/^    " 

increasing  at  the  rate  of  6d.  for  every  further  £^. 
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actual  value. 

3d.  per  Share. 
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RULES    OF    THE    STOCK    EXCHANGE    RELATING   TO 

OFFICIAL    QUOTATIONS. 

Quotation  of  Scrip  or  Bonds  of  New  Loans.— 

135  —The  Committee  may  order  the  Quota! ion  of  the  Scrip  or  Bonds 
of  any  Loan,  the  dividends  of  which  are  payable  in  this  country, 
provided  that  the  appHcation,  of  which  three  days'  public  notice 
must  be  given,  is  accompanied  by  the  Prospectus,  by  notarial  copies 
or  translations,  or  other  satisfactory  evidence  of  the  powers  under 
which  the  Loan  is  contracted  ;  that  the  Loan  has  been  publicly 
negotiated  by  tender,  contract,  or  otherwise;  that  the  Bonds  specify 
the  amount  and  conditions  of  the  Loan,  the  powers  under  which  it 
has  been  contracted,  and  the  numbers  and  denominations  of  the  Bonds 
issued,  and  that  they  hear  the  autographic  signature  of  the  Contractor 
or  properly  authorised  Agent. 

Bonds  will  not  be  admitted  to  Quotation  until  a  specimen  has  been 
submitted  to  the  Committee. 

Quotation  of  Bonds  with  Dividend  payable  Abroad.— 

136. — Bonds,  the  dividends  of  which  are  payable  abroad,  may  be 
quoted  upon  satisfactory  proof  of  the  amount  created  and  issued,  and 
of  the  official  Quotation  in  the  country  where  issued. 

Quotation  of  New  Companies. — 

137— The  Committee  may  order  the  qtiotation  in  the  Official  List 
of  any  class  of  the  Shares  or  Securities  of  a  new  Company,  provided: 

Magnitude  and  Importance. — 

(i)  That  the  Company  is  of  sufficient  magnitude  and  importance. 

Notice.—  ,.:.'  :    z[]M.3 

(2)  That   three  days'    public   notice  of    the  application    has    been 

given. 

Documents.— 

(3)  That  the  following  documents    have  been   deposited  with   the 

Secretary  of  the  Share  and  Loan  Department : 


STOCKBROKERS     ACCOUNTS. 


8:; 


(it)  The  Prospectus  ; 

(/*)  The  Certificate  of    Incoporation,  Act  of   Parliament,  or  other 

similar  document  ; 
(t)  The   Certificate   that   the  Company   is   entitled   to  commence 

business ; 
(</)  The  Articles  of  Association  ; 

({)  The  original  applications  for  Shares  or  Securities ; 
(/)  The  Allotment  Book  for  Shares  or  Securities,  with  a  Summary 

signed  by  the  Chairman  and  Secretary  of  the  Company  ; 
(g)  A  copy  of  the  Letter  of  Allotment  for  Shares  or  Securities  ; 
(//)  A  specimen  of  the  Certificate  or  Bond  ; 
(/)    Certified  copies  of  Contracts  and  Agreements  ; 
(/f)  Notarially  certified   translations   of   Concessions.   Deeds,  and 

Agreements. 

Statutory  Declaration.— 

(/)    A    Certificate,    verified    by   the    statutory   declaration    of    the 
Chairman  and  Secretary  stating: — 
(i)  That   the   Prospectus  complies  with   the   provisions  of  the 
Companies  Acts  ; 

(2)  That   all  documents  required  by  the  Companies  Acts  have 

been  duly  filed,  and  the  dates  of  filing  the  same; 

(3)  The   number  of  Shares  and   amount   of  Securities  applied 

for  by  and  unconditionally  allotted   to  the  public,  and 
the  distinctive  numbers  of  the  same ; 

(4)  The  number  of   Shares  and   amount   of  Securities  allotted 

in  whole  or  in  part  for  a  consideration  other  than  cash 
and  the  distinctive  numbers  of  the  same  ; 

(5)  The  amount  of  deposits  paid  ; 

(6)  That  such  deposits  are  absolutely  free  from  any  lien  ; 

(7)  That  the  Certificates  or  Bonds  are  ready  for  delivery  ; 

(8)  That   the  purchase  of  the  properties  has  been  completed 

and  the  purchase-money  paid  ; 

(9)  That  no  impediment  exists  to  the  settlement  of  the  account. 

Documents.— 

(m)  The  Bankers'  Pass  Book  ; 

(n)  A    Certificate    from    the    Bankers,    stating    the    amount    of 
deposits  received. 
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(o)  In  the  case  of  an  issue  of  Debentures  or  Debenture  Stock 
(i)  The  Trust  Deed,  if  any. 


Documents.— 


(2)  The  Official  Certificates  of  the  Registration  of  the  Mortgage 
or  Charge. 


Prospectus.— 

(4)  That  the  Prospectus  : — 

{d)  Shall  have  been  publicly  advertised  ; 

(b)  Agrees  substantially  with    the  Act   of   Parliament   cr   Articles 

of  Association. 
(i)  Provides  : — 

(i)  For  the  issue  of  not  less  than  one-half  of  the    Authorised 

Capital ; 

(2)  For  the  payment  of  10  per  cent,  upon  the  amount  subscribed  ; 

(</)  If  cftering  Debentures  or  Debenture  Stocks,  ho\ve\  er  designated 

or  described,  state  all  terms,  conditions,  and  circumstances 

under   which    such   are    or    may    l^ecome   redeemable  or 

repayable. 


Proportion  of  Public  Allotment  to  issue.— 

(5)  That  two-thirds  of  the  amount  proposed  to  be  issued  of  any 
such  class  of  the  Shares  cr  Securities  (whether  such  issue 
be  the  whole  or  part  of  the  authorised  amount)  shall  have 
been  applied  for  by  and  unconditionally  allotted  to  the 
public  (Shares  or  Securities  reserved  or  granted  in  lieu  of 
money  payments  to  concessionaires,  owners  of  property,  or 
others  not  being  considered  to  form  part  of  such  public 
allotment). 

Articles  of  Association.— 

(6)  That  the  Articles  of  Association  restrain  the  Directors  from 
employing  the  funds  of  the  Company  in  the  purchase  of,  or 
in  loans  upon  the  security  of,  its  own  Shares.  ' 
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Debentures. — 

(7)  That  every  Debenture  or  Debenture  Stock  Certificate  shall 
contain  the  information  required  in  Clause  4  {d)  ;  and  when 
any  of  such  are  allotted  to  vendors  in  lieu  of  money  pay- 
ments, the  certificates  shall  be  enfaced  "issued  to  Vendors." 


Broker.— 

(8)  That  a  Broker,  a  Member  of  the  Stock  Exchange,  is  authorised 
to  give  full  information  as  to  the  formation  of  the  under- 
taking, and  be  able  to  furnish  the  Committee  with  all 
particulars  they  may  require. 

Quotation  of  Foreign  Shares.— 

138.— Foreign  Companies  partly  subscribed  for  and  allotted  in  this 
country,  shall  not,  unless  under  special  circumstances,  be  allowed  a 
Quotation  in  the  Ofiicial  List,  until  they  have  been  officially  quoted 
in  the  country  to  which  they  belong. 


Quotation  of  Vendors'  Shares.— 

1 39. —The  Committee  may  order  the  quotation  of  Shares  or  Securities 
issued  to  vendors  credited  as  fully  or  partly  paid,  six  months  after  the 
date  fixed  for  the  Special  Settlement  of  the  Shares  or  Securities  of  the 
same  class  subscribed  for  by  the  public,  provided  a  quotation  for  the 
latter  is  also  granted. 
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GLOSSARY. 


Account.    One  of  the  twenty-four  periods  into  which  the  Stock  Exchange 

year  is  divided. 
Account  Days.     The  four  days  of  the  account  that  are   fixed   by  the 
Committee  for  effecting  the  settlement  of  bargams  made  during  the 
account. 
Arbitrage.     The  system  of  simultaneous  (or  practically  so)  dealing  in 
the  same  stock,  in  two  different  markets,  buying  m  one  market  and 
selling  in  the  other. 
Asked.    Asked  at  a  price  means  that  there  are  sellers  offering  to  sell  at 

that  price. 
Average.  To.      In  the  case  ot  the  price  of  stock  purchased  falling  subse- 
quent to  the  purchase,  buying  more  at  the  reduced  price. 
In  the  case  of  the  price  rising  subsequent  to  a  "  bear"  sale,  selling 
more  at  the  increased  price. 
Backwardation.    The  amount  paid  by  a  seller  to  a  purchaser  to  obtain 

delay  in  delivering  stock. 
Bad  Delivery.     A  delivery  of  stock  not  fully  complying  with  the  rules 

of  the  Stock  Exchange. 
Banging  the  Market.    An  attempt  to  lower  prices  by  offering  large 

parcels  for  sale. 
Bargain.     A  deal. 
Bear.     One  who  sells  stock  he  does  not  possess  with  the  idea  of  buying 

it  back  at  a  lower  price. 
Better  Prices.     Higher  prices. 
Bid.     Bid,  in  relation  to  a  price,  indicates  that  an  offer  to  buy  at  that 

price  was  made. 
Bond  to  Bearer.    A  bond,  the  title  to  which  passes  by  delivery,  the 

holder's  name  not  being  registered  by  the  company. 
Boom.    The  result  of  a  great  influx  of  buyers  and  consequent  improve- 
ment of  prices. 
Box.     Box  stock  is  stock  registered  in  the  name  of  a  stockbroker. 
Broker.     One  who  buys  and  sells  on  commission.     The  intermediary 

between  the  general  public  and  the  market. 
Bucket  Shop.    The  place  of  business  of  an  outside  stockbroker  who 

promotes  and  encourages  gambling. 
Bull.    One  who  buys  stock  with  the  hope  of  selling  it  at  a  higher 
price. 


'I 


11 


90 


GLOSSARY. 


GLOSSARY. 


91 


iH 


I       ; 


I 


t\ 


Buoyant  Markets.     Markets  with  an  upward  tendency. 

BuYiNG-iN      Obtaining  from  another  source,  through  the  agencv  of  the 

th?^n  ^vt''  /'^"'^  '^^'  ^  ^""^^  ^^^^  ^^^^^^  t°  deliver,  and  render  ng 
the  seller  liable  for  any  expenses  incurred  by  so  doing.  ^^"°«"ng 

Call  A  "can"  as  regards  deals  is  the  right  to  buy  certain  snerifipd 
shares  at  a  specified  price  within  a  specified  time  ^ 

A  ••call"  as  regards  shares  is  a  requisition  for  further  capital  made 
by  a  company  of  its  members.  capiiai,  made 

^''''^hJ'L?^'^'''  r  Th«  ^g^eement  between  buyer  and  seller  for  deferring 
the  delivery  of  stock  until  the  next  account.     Continuation  bargains 

Certification  The  endorsement  on  a  transfer  deed  by  the  company's 
official  stating  that  the  shares  referred  to  in  the  deed  are  lyTng  Tthe 
company's  office  and  are  in  the  seller's  name. 

^''TLh''-^'  J^^  J'""^  "^^^^  '^  '^^"  ^  P^««ibl«  to  settle  bargains  done 
m  anticipation  of  a  new  issue.  ^ 

^""""fi^^rtl'r  ^°^=.;i-  J^t  ^'"°""*  ^P^^^fi^d  ^"  a  t'-ansfer  deed  as 
being  the  sum  paid  by  the  purchaser  for  acquiring  the  shares 

Contango  Day.     The  official  day  for  making  continuation  bargains. 
^°''Jt^';ti!ff  •     7.^«  rate  of  interest  charged  to  a  buyer  for  granting 
hlTpurchaid.        ^"  ^''°"'''     ^"  ^"'"P*^"^  delivery  of  the  shares  he 

^""""orth^-  .h?^  ^^f  *  """  ^^''  °^  '^^  ^^'^"^  °^  Pe^^o"^  getting  control 

.  t  W^ht Tav^  sold^'^  ^"'  P^^^^"^^"^  '""^  ^^^^  ^^^-^  ^-^ 

Coupon.     An  interest  warrant  attached  to  a  bearer  bond. 

Cum    Dividend.     With  accruing  or  accrued  dividend   included  in  the 
price  at  which  the  shares  are  dealt  in. 

Cum  New.     With  the  right  to  apply  for  new  shares  or  anticipate  in  a 
XchTe  '^LTZt^^,':.  ^"^  shares/included  i.  theVice"a^ 
Curb-Stone  Broker.    Outside  broker. 

^^^^f  »■  ^^^''^^^''u  ""i"^  "^t""  ^"y^  ^"d  ^^"s  on  his  own  behalf  As 
dist-nct  from  a  broker  who  acts  for  a  client. 

Delivery  of  Registered  Stocks  and  Shares.  The  act  of  passing  the 
actual  share  certificates  with  transfer  deed  attached,  or  of  passin|the 
certified  transfer.     (See  Certification.)  h"^^^in^  me 

Differences.     Balances  payable  in  cash  (or  by  cheque)  after  stocks  have 

been  evenly  dealt  in  or  the  delivery  of  the  stock  firovided  for. 
Discount,  At  a.     The  difference  between  the  market  value  of  stock  and 
-  the  nominal  value  when  the  former  is  the  lower  of  the  two. 

^'"''llr^r.r./'}'^'^^!^-'^  ^'^  *n  ^  " ^°"^  ^'^^  "  ^^^^^  ^he  seller  pays 
stamp  and  fee;  this  generally  occurs  when  the  parcel  sold  is 
inconveniently  small.  ^ 

Easier.    Easier  prices  means  lower  prices. 

Ex  Dividend.    The  opposite  of  ••  Cum  dividend,"  which  see. 

Ex  New.    The  opposite  of  ••  Cum  tiew,"  which  see.  , . 


Free.     See '•  Done  Free."  1. 

Gilt-edged  Securities.     Shares  or  stocks  that  are  unquestionable  as 

regards  their  safety. 
Give.     To  give  is  to  borrow  money  on  sjtock.  . .,  - 

Giver.  One  who  wishes  to  borrow  money  on  stock.  The  word  Is  not 
used  in  connection  with  option  dealing  unless  the  words  "for  the 
call  "  or  "for  the  put"  are  added. 

Gold  Bonds.  Debenture  bonds,  the  interest  of  which  is  payaWe  in 
gold.  » 

Guinea  Pig  Directors.  Directors  of  companies  who  take  more 
interest  in  their  remuneration  than  they  do  in  the  affairs  of  tlje 
company. 

Hammered.  A  member  of  the  Stock  Exchange  who  has  been  officially 
declared  as  a  defaulter. 

Hard.     Hard  prices  are  those  with  a  rising  tendency. 

House,  The.    The  building  known  as  the  Stock  Exchange. 

Income  Bonds.  A  kind  of  deferred  debenture  bond,  issued  by  a  com- 
pany in  lieu  of  debenture  interest,  when  the  funds  of  the  company 
do  not  admit  of  the  payment  of  such  interest. 

Inscribed  Stocks.  Stocks,  the  owners  of  which  have  no  certificate  of 
ownership  issued  to  them,  but  whose  names  are  inscribed  on  the 
company's  register  of  stockholders.  The  transfer  of  such  stock  is 
made  upon  the  personal  attendance  (or  attendance  by  attorney)  of 
the  buyer  and  seller  and  their  compliance  with  the  prescribed  forms. 

Jobber.     See  Dealer.  . 

Kaffirs.     The  shares  of  South  African  mining  companies,  exclusive  of 

Rhodesia.  ^  ' 

Kangaroos.     The  shares  of  West  Australian  mining  companies. 
Kerbstone  Broker.     Outside  broker.  ^^ 

Letter  of  Allotment.    The  notice  sent  by  a  company  to  an  applicant 

for  shares,   stating  the  number  that  have  been  allotted  to  such 

applicant. 
Letter  of  Regret.    The  notice  sent  by  a  company  to  an  applicant  for 

shares,  to  the  effect  that  none  have  been  allotted  to  such  applicant.  . 

Letter  of  Renunciation.     A  form  of  letter  sent  by  a  shareholder  to 
the  company  waiving  his  right  to  participate  in  a  new  issue. 

Limit.    The  outside  price  at  which  a  client  authorises  his  broker  to  buy 
or  sell  certain  shares.  ,  ■       ■  /.  nf 

Make-up.     See  page  9,  and  Appendix  C. 

Making  a  Market.     Fictitious  dealings  in  a  security  by  jobbers  to  Jead 

tiie  public  to  think  that  the  shares  are  being  actually  bought  and  sold. 
Making-up  Day.     The  first  day  of  the  settlement,  being  that  on  which 

making-up  prices  ai;e  fixed.  » 

Making-up  Prices.    The  price  agreed  upon  in  the  market,  and  officially 

published  by  the  Committee,  as  the  middle  price  of  each  quoted 

security  on  making-up  day. 
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""'^^Ji!  XT  S!e  '^^  I  -^^^MJ"  '"«  —  oi  loan  in 
Mop.    An  abbreviated  form  of  ••  make-up. '» 

""^WcU")  sIoul?l^rasseI''%'!fr/ '"«-«'-?■" «?" „hich  names 

OFF.CIALLV  QUOTED.    Quoted  in  the  Stock  Exchange  Official  List 

ine^^f.ZX'^r^^t'^-''^''^-  abalf  means^,oo«onh;    two 
On  Change.     In  the  ••  House  '•  or  in  the  market. 
°"'":Z^lrs.  SP~"""'»g    ■"«"'>««    of    the    public    as    distinct    from 

^"'^rB.l^","?-     ^,<^'3'''^'"8.  by  payment  of  a  sum,  the  right  to  deal  at  a 
If^^t  L"Sa.^^'ycVed"p7^e"  """'^^  °^  ^""^^  "  «'"-"'"''' 

°"  ™^p"errLs^x%oXr-^^,:ir'  ^-^  -— 

"'"noln'ina^or  f?c'e"Sr  """  ""'"  '"^  -""■"'  ^=^-  ■'' «"«  -"«  -*e 
Pay  Day  or  Settling  Day.     See  Account  Days 

^?^"valJe^'  '"''''  °'  "'•'  '"^^'''*  ™'"«  °f  ''«k  °™'  i's  nominal  or 
''""'^ent':'    '^^'  "^'"^  °'  *  stockbroker  who  makes  that  broker  his 

A  capital  sum  with  the  power  of  earning  interest. 
Point.    In  relaUon  to  the  movement  of  stocks,  a  point  means  £i 

'"'^^hei^SariS^er''"''""  °'  •""°°^  ""  "P'-'-S  »  ^tock  for 

^°E3SF— «^«^^^^^^^^^ 

'^"principte.''*''"""''  ™''°  *"'  °°  ">^  ■■''""^'  P"fi'.  qoick  return" 
"^cerS:  s&°st«L''  '  '"'""  'P^'*"^  "-•  ="  -  <=«'-"  P"ce. 
''".■'he  IrVi^alt'l'le^r  ruTiraf  ^e^"  ^°"  "«  *  -""""V-  -^  -. 

'''""cLoi?''"*  °'  '  ""'""^  ""  practically  of  the  same  natur^  as 


Rig  the  Market.    Buying  up  a  sufficient  stock  of  a  certain  company  to 

create  a  scarcity  of  the  same,  with  a  view  of  forcing  up  the  price  and 

then  selling. 
Run  off.     The  termination  of  an  option  through  effluxion  of  time. 
Stag.     A  person  who  applies  for  shares  in  a  new  issue  with  the  idea  of 

selling  his  allotment  at  a  premium. 
Selling  Out.    The  action  of  a  seller  finding  some  one  to  take  up  stock, 

through  the  agency  of  the  Official  Broker,  on  the  original  buyer  failing 

to  pass  a  name.     The  original  buyer  is  liable   for  extra  expenses 

thus  incurred. 
Settling  Days.    See  Account  Days. 
Special  Settlement.    The  day  fixed  by  the  Committee  for  settling 

bargains  done  in  new  issues.' 
Street,  The.     Deals  are  done  in  the  street  after  the  "House"   is 

officially  closed. 
Scrip.    See  Bond  to  Bearer. 

Short.     Short  of  stock  indicates  the  bear  position. 
Slump.    A  sudden  fall  in  prices. 
Taken-up.     Stock  paid  for  and  taken  off  the  market. 
Taking  in  Stock,    Lending  money  on  the  security  of  stocks  or  shares. 
Trace.     Finding  the  course  a  ticket  has  travelled  by  inquiring  from  each 
person  through  whose  hands  it  has  passed  either  from  whom  he 
received  it  or  to  whom  he  passed  it. 
Transferee.    The  buying  party  to  a  deed  of  transfer. 
Transferor.     The  selling  party  to  a  deed  of  transfer. 
Transfer  Fees.     See  Registration  Fee. 
Ticket  Day  or  Name  Day.    See  Name  Day. 
Turn.     A  jobber's  profit  on  a  deal. 

Underwriting.      Undertaking,   for    a    consideration,   to   subscribe  for 
shares    in  a  forthcoming   issue  in    the  event  of    their  not   being 
otherwise  subscribed  for. 
Undo  a  Bargain.    Cancelling  one  bargain  by  effecting  another. 

Vendor's  Shares.  Shares  (generally  with  some  special  conditions 
attached  to  them)  issued  to  the  vendors  of  a  company  in  part 
payment  of  the  purchase  consideration  of  the  undertaking. 

Winding-up  a  Company.— The  process  of  bringing  all  the  transactions 
to  a  conclusion,  and  effecting  a  settlement  with  the  company's 
debtors,  creditors,  and  shareholders. 
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